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6,

Week

REUTERS -

Cover Story

80 THE BEST GLOBAL BRANDS
Brand-building isn't just for
detergent and soft drinks anymore.
The practice has spread to nearly
every industry, from high tech to
aerospace: Corporations have found
that trusted names can boost sales
and earnings, and their value is
immense. BusinessWeek, together
with consultant Interbrand, has
rigorously assessed the value of the
world’s hest brands and ranked the
fop 100 in our first annual
scoreboard

84 COMMENTARY: ACCOUNTING
Putting a price tag on intangihle
asgets such as brands, patents, and
research s a tough job, but it
needs to be done, since they are
the keys to investor value in a
Knowledge Economy

56 COMMENTARY; MARKETING
In a slowing economy, advertising
matters more than ever. When
companies cut their marketing
budgets, smart rivals hike theirs

60 THE 100 TOP BRANDS
Our first annual scoreboard, and
how we ranked the brands

News: Analysis & Commentary

26 AFTER GENOA, TIME TOREGROUP
The bloodshed and another
international meeting scheduled
this fall for Washington may hasten
compromise by free-traders

28 COMMENTARY: GLOBAL WARMING
With the Bonn pact, the world

-moves ahead on emissions. But will
governments comply?

30 COMMENTARY: THE DOLLAR
Weakening the greenback would lift
exports and the economy. Despite
its fears, the Administration can do
so without triggering a free-fall

31 ‘REENGINEERING’ AT MERRILL
President Stanley ('Neal must
reverse a 41% earnings slide, To do
that could mean wielding the same
hatchet he-used last year

32 COMMENTARY; HEALTH CARE
What form the drug benefit for
geniors shonld take won't be an
eagy debate to settle. Here's a
preseription that may help

33 DRUG PRICES: STATES WEIGH IN
They haven't been waiting for
Washington's help. Some are
imposing their own price caps

34 MICROSOFT MOVES FORWARD
Despite the threats of trustbusters,
-for Bill Gates & Co., there's no
turning back on Windows xp
35 THE INTERNET SLOWS
Declining growth on the Net—
fewer users, less time online—point
1o a new stage in its evolution
36 INBUSINESS THIS WEEK

International Business

40 INDONESIA: MEGAWATI
" ‘With her economic team in
disarray, the President's leadership
skills are already being questioned
42 MEXICO: COMPETITIVENESS
New rivals—with cheaper labor
and less bureaneracy—threaten its
appeal as a manufacturing hub
45 INTERNATIONAL OUTLOOK
Japan: The slowing economy gives
" Prime Minister Kolzumi legs room
to prove his mettle as a reformeg

Economic Analysis

20 ECONOMIC VIEWPOINT
Becker: The Microsoft case is an
example of what U. 8. courts can
teach Europe's trustbusters
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“partm
“veteran Jud:th Mo

¢ “uttered the “B® word in a meeting of

top execufives. Immediately, a senior
manager stopped her and said: “Jud)th
do you know what in-
dustry you're in and -
what company you've
come to? We aren’t a-
-consumer-goods compa-
ny, and we don’t have
a brand.”
Boeing has come a
long way since then. To-
day, branding matters
% in a big way at the
é aerospace giant. The

company’s first-ever
brand strategy. was for-
malized last year as
part of an overall strat-
egy to extend its reach
£ beyond the commercial-
Z airplane business. Now,
-; everything from Boe-
£ ing’s logo to its plan to

ATION 8Y AARON

‘mlowte its eorpomte head s from
Seattle to Chicago has been devised
with the. Boeing brand iri mind.

‘the power-of hrands aud
" spread far be-
; tional ‘consumer-gouds
marketers Wwh “invented the:dlscipline,

brands are important in & way they

} never were Dbefore,
Why? For one thing,
‘customers for every-
" thing from-soda pop to
software now have a

" can bring the full arvay
to any computer screen
with & click of the
mouse. Without trusted
‘brand names as touch-
stones, -shopping for al-
most anything would be
overwhelming. Mean-
while, in a global econo-
my, corporations must
reach customers in mar.
kets far from their
home base, A strong
brand acts as an ara-

60 BusinessWeek / August 6, 2001

For companies in alimost every industry,

staggering number of |
choices. And the Net |
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bassador when compa-
<. » nies enter new mar-
~.""Kets or_.offer new
“products, It also
- _shapes torporate
strategy, helping to
© define which initia-
- . tives fit within the
... brand concept and
- which do not,
That's why compa-
nies that once mea- N
sured their worth strictly
. in-terms of tangibles such = %
a8 factories, inventory, and cash -
" have res]ized that a vibrant brand, wi
its. unplicit promise of quality, is an
“equally important asset. A brand has
the power to command a premium price
“-among customers and a premium stoek
- price among investors, It can boost
" “earnings and cushion cyclical down-
turns—and now, a brand’s value
can be measured,
'I'hat, exactly what we

Special Report

'hgve done in our first annual re-
port card of the world’s most potent
brands To hélp assess which companies
-are mahsging their brands with akill
- and. which ones aren’t, BusinessWeek
- bas teamed up with Interbrand Corp,, a
.- ".pioheering brand consultancy in New
- York, to offer a ranking of 100 global
. brands by dollar value. The ranking by
Inberbrand 2 unit of Omnicom Group
Inc is based on a rigorous
analyms of brand strength.

52 BusinessWeek / August 6, 2001

he basic theory is
; strong brands have
te power fo increase sales
arnings. Interbrand tries to

. ﬁgure how much of a boost each brand

delivers, how stable that boost is likely
to be in the future, and how much those

future earnings are worth today. Many

of the brand names in our table are
also the name of the parent company.
The assigned value, however, is
strictly for the brand. Coca-Cola’s
value is based on products: car-

\
""l A 'if/ rying the Coke name, not on

P2 Sprite or Fanta,

o Some big household brands
won't turn up in our ranking
at all, Only global brands, gen-
erally defined as selling at least
20% outside of their home country

or region, are included, That eliminates
some familiar names such as Gatorade,

whose sales are overwhelmingly in the
.8, In addition, each brand must have
enough publicly available data for In-
terbrand to make a reliable assessment,
That knocks out private com-

panies such as Mars

STARBUCKS A disgruntled worker
might spoil a customer’s visit, so the
offee company has built its brand
hrough employee benefits: Even
part-timers get stock options

‘brand ranked some corporations, in-

quired for more than a decade in In-

As seen in BusinessWeek, August 6, 2001

Inc. and even some publidy traded .ones
that don’t break out enough data,

In other cases, it's too difficult to sep-
arate the strength of the brand from
other factors. That's the case with air
lines, where schedules and hubs often
leave {ravelers with little choice when:
buying tickets, no matter what thelr
feeling about a particular airline, Inter-

cluding Johnson & Johnson and Proe-
ter & Gamble Co., based on their
portfolios of brands. The portfolio rank-
ing follows the table of 100 brands.

DE RIGUEUR. This kind of rigorous as-
sessment of brand value has been re-

terbrand’s original market, Britain,
where measures of brand value often
must be included on corporate balance
sheets. Some experts believe that the
U.S. and other countries should also-
require companies to break out brand
valuations for investors (page 54),
‘While other rankings rely on surveys
of fleeting consumer perceptions, we be-
Hieve our analysis. will provide a
> reliable benchmark for com-
parison in years fo come.
The ranking reflects the

{10P: PHOTG ILLUSTRATICN 8Y AARON GOODMAN: LOGO DESIGN AY MUREL DAUNISMIN,‘EW
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important devel-
opments of the
past year and
shows just how
much they cost in
brand value. Few-
er than half of the
74 brands for
which Interbrand
had a 2000 valua-

As seen in BusinessWeek, August 6, 2001

mwmmm

(nn.uunsl

tion showed a

gain in value in '60-, ‘97 . .-38
2001, Mighty Coca- "3 i 45 - - 31
Cola is still the 44 - 63 - 31 =
world’s most pow- o A
erful brand, but 41... 58 - =30 -
the name lost 5% 1.4 230157 364

=177

of its value last
year, according to
Interbrand’s cal-
culations, as it atruggled against ita
longtime rival Pepsi, ranked at No.44.
If No.2 Microsoft hadn’t been mired
in antitrust troubles and an overall
technology slowdown—-nausmg it to
shed 7% of its brand value—it would
# have -cruised into the top spot on
s the list.

The dot-com meltdown claimed a lot
of casualties. Yahoo!, at No.59, and
Amazon.com, at No.78, while still for-
midable brands, nevertheless lost 31%
each of their brand value amid wide-
S spread uncertainty about their ability
to deliver earninga in the future. Still,
the news wasn't all bad. No.88-
¢ ranked Starbucks was
4-ithie-biggest gainer in -
percentage terms, .
4 adding 32% in value
to" its fast-growing .

" Data: ntérbeand, Citigeoup

brand, which now encompasses 4,435
stores on three continents as well as
branded coffee paraphernalia, music,
and candy.

To see just how much—and how
fast—a mivmanaged brand can lose val-
ue, take a look at No.8-ranked Ford.
Everyone knows that Ford Motor Co.
has had a tough year. Between the
Firestone tire flasco and a series of
embarrassing quality gaffes, little has
gone right for the Detroit carmaker:
Investors certainly have been hurt:
First-half carnings from continuing op-
erations are down 91% from a year

. ago. But what does the blow
g to Ford's reputation really
. cost? When a brand is tar-
£ nished, its power to attract
k. customers and command
. top prices diminish-.

" Date: Interbrand, Chigrong

es—and so its value drops. That's what
the numhers show for Ford. By Inter-
brand’s calculations, the carmaker’s
name is worth $30.1 billion today—$6.3
billion less than last year.
SEA CHANGE. Numbers such as these
make it clear why companies in all in-
dustries are suddenly becoming more
vigilant brand stewards. Branding used
to be practiced by companies that sold
packaged goods to consumers—and al-
most no one else. Developing a brand in-
cluded advertising, package desigm, and
maybe a few promotions and was seen
as far less central to the corpurate mis-
sion than serious stuff such as floating
debentures, quickening inventory turns,
or boosting capacity utilization.
That was in a different millennium.
As the new one unfolds, brands
B have been taking center stage

BusinessWaek / August 6, 2001 63
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‘World War II. Phar-
‘maceutical companies,

. ris, and. other consumer»pmducts

in- a sweeping shift
that some compare o
the wave of mass imar«
keting that occurred in
the years following

which have been lib-

- PERCENT CHNHRE
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. After it took over,
- Ogilvy positioned By
as a wise partner that
could guide companies
through their transfor-
mation into nimble,
Net-gavvy players.
When Internet mania

erated to promote

IN BRAND VALUE

] 7 was in full swing, 1BMs

slice-of-life ads lam-

taken off us that in-
dustry has consolidat-
ed and as federal legislation has
knocked down the walls that used te
separate banks from brokerage houses.
Professional services companies such
as Andersen Consulting, rebranded as
Accenture, have realized that conveying

Y s -wsense of trust and shared mission is
" o -:as important as-technical competence in

winning multimillion~-dollar contracts.

Universities, government agencies, en-

tertainment properties, and even indi-

‘viduals—Michael Jordan, Martha Stew-

art, Madonna—have come to be

- regarded as brands: Their names stand

for an implicit promise of quality, inno-
vation, or reliability,

ON A MISSION. That's why executives
who earned their stripes at consumer-
goods powerhouses such as Procter &

-Gamble and PepsiCo Ine. are suddenly

turning up in the top ranks of compa-
nies that have nothing to do with de-
tergent or snack foods. Back in 1994,
General Motors Corp. was one of the
Afirst when it turhed to Ronald L. Zarel-
la, former president of Bausch & Lomb

Ine., to teach it brand management.

Citigroup, on the way to building
Citibank into the 18th-ranked
brand on our list, recruited a
slew of marketing professionals
from H.J. Heing, Phxhp Mor-

companies.

Why do companies that sell to other
businesses, rather than directly to con-
sumers, need to manage their brands?

‘For the same reason that Coke and

r&G do to give themselves a leg up in
the marketplace. Just look what it did
for No.3-ranked RM. Branding played a
huge role in the computer maker’s re-
markable reinvention in the 19908 un-
der Chairman Louis V. -Gerstner Jr.
One of Gerstner’s first moves was to

54 BusinessWeek / August 8, 2001

bring in a marketing czar steeped in
branding, Abby Kohnstamm, his long-
time associate at American Expross
Co, Together, Gerstner and Kohnstamm
reagserted the primacy of the brand
in an organization that had degenerat-
ed into warring product groups. In a
move that shocked Madison Avenue,
Kohnstamm in 1994 consolidated all of
Big Blue's advertising at a single
agency, Ogilvy & Mather Worldwide
Ine, Her goal was to give the far-flung
company a unified and consistent mes-
sage across all its products, services,
and geographic markets,

their products divect- b‘ - INTEL T

ly to consumers, have pr— S pooned the excesses of
been spending hun- 15 HEWLETT-PACKARD - - =13 Web culture. And
“dreds of millions to 16 DISCO =T when the dot-coms im-
create cntirely new 24 ToMPAR TE ploded, 1BM was well
brands such as Viagra e positioned as “a voice
and Claritin, Branding -3¢ - DEW -18 ;. . of reason—not about
-efforts in the financial A SON - 49 APPLE ~17. 7 * hype, but about steer-
services sector have T Datar Intazbeand, Citigraup B TOOS INSTRUMERTS  NA ing a clear course,” ac-

cording to Maureen
McGuire, 1aMs vice-
president for integrated marketing
communications worldwide, Not sur-
prisingly, in a year in which most tech-
nology brands took a bath in terms of
their valuation, 1BM held nearly steady,
at 353 billion.

For technology marketers, 18M has
become the model, Witness German
software glant AP, a brand that came in
at No.43 in our ranking. A massive but
muddled advertising campaign in 1999
had left employees just as confused as
customers about what the company’s
brand stood for. SAP hired a marketing
veteran from Sony Corp., Martin Hom-




st

C(EOP) FHOTO ILLUSTRATION BY AAROM GDODMAN; PHOTOGRASH CODRTESY APHLE

‘marketing i3 not °

_ncssage.”

lish, to orchestrate its
next moves. “It be-
came clear to us
that technalogy

Jjust talking about
your technology,”
says Hasso Plat-
tner, SAP's co-cEO.
“You need a clear

. *When Homlish ar-
rived at sAP as chief ™
marketing officer, he and

the seasoned marketing execu-
tives that he recruited first set about es-
tablishing a coherent message for the
company. “The first mission was to have

a mission,” says Susan Popper, senior ;

vice-pregident for global advertising and
an ad-agency veteran. “We had to move
from a product-driven to a brand-dri-
ven culture,”

Homlish insisted that all the compa-
ny’s product names, logos, brochures,
and Web pages have a consistent look:
“speaking SAranese,” he calls it. To
make that easier to accomplish, he bor-
rowed a page directly out of the 1BM
playbook and consolidated all global ad-
vertising at Ogilvy & Mather. So
far; the marketing pros seem to
be succeeding: SAP was that rare
phenomenon—a technology
company with a brand that

Mictually increased in
ue aver the past year,
posting a 3% gain,
"A strong brand not only
helps customers understand an orga-
nizalion but it also imparts a sense of
mission inside the company. Since em-
ployees embody the brand to con-
sumers, il's vital that they understand
and embrace brand values, “If they
can't articulate to the outside world
what the brand is all about, then who
can?” says Shelly Lazarus, chairman of
Ogilvy & Mather, whose clients, in ad-
dition to 1231 and P, include American
Express and Ford, both in the top 20
in our brand ranking. “Once an enter-
prise understands what the brand is
all about, it gives direction
to the whole enter-
prise. You know
what produects
you're sup-
posed to

As seen in BusinessWeek, August 6, 2001

SAMSUNG When the maker of
electronic gear headed upmarket,
it dropped Wal-Mart with a clang:
@ The mass-market chain clashed

@ with the premium image it sought

make and not make. You know how
you're supposed to answer your téle-
phone. You know hew you're supposed
to package things. It gives a set of
principles to an entire enterprise.”
UPWARDLY MOBILE? When managers
have a clearly articulated sense of the
brand, it can also help to guide basic
strategy. When Boeing, No.63 in our
ranking, thought ahout expanding into
areas beyond its core aircraft opera-
tions, top executives thought carefully
about what, exactly, the Boeing brand
stood for. Once the organization defined
itsclf as a global aerospace-technology
company instead of just an airplane
builder, moving into satellites and air-
craft services beeame easy decisions.
Likewise, a strong commitment to its
brand strategy helped Samsung Elec-
troniecs Co,, whose Samsung brand
ranked No.42 on our list, make the tough
decision to ditch Wal-Mart Stores Tne.
as-a major retailer of its produets, Sam-

" " Australiz, companies - °.
: already must, at times, repar
“ valuations on the balancesh
o VOODOO ACCOUNTING?

et AN

o A AR

st
real. It took the conservative:
ears to make (he-latest set
“quick, radieal overhaul
the:cards, And that may

v,

Hution, anyway. When it coin
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sung, which gained 22%
in brand value last
year, is trying to
move up the value
chain. Selling Sam-
sung products at
Wal-Mart made
sense back when
the South Korean
electronics company
aspired to churning
out low-end electronic '\
gadgets, Now, however,
the company is attempting to
move into more innovative, higher- .
margin items, such as voice-activated
mobile phones that double as digital mu-
sic players and personal digital assis-
tants. Those are products that many con-
sumers may be trying for the first time,
thus giving a new brand like Samsung a
big opportunity. “That transition and our
strategy to move upmarket very ag-
gressively are the main reasons why our
brand improved rapldly,” says Eric Kim,
Samsung’s marketing chief. Having its
products appesar in & mass-market dis-
counter such as Wul-Mart hampered
Samsung’s attempts to build a premium

umage,

Samsung has good reason to worry
about protecting and enhancing its
brand integrity. Companies that don't
do so run the risk of seeing thehr brands
degenerate into mere commodities that

d market capitaliza-
on, sometimes with as-
onishing speed, Philip Mor-
eyis Cos. found that out back in
1993 when it slashed the price of its
flagship Marlboro cigarette brand on
what came to be known as Marlbore
Friday.

That tacit acknowledgement that the
rise of discount brands was burning into
Marlbore’s market share led investors
to fear that the big brands were losing
their pricing clout. The result: an im-
mediate plunge in stock prices for con-
sumer-goods companies across the board.
The episode “really raised the bar on
accountability,” recalls Jan Lindemamn,
global director for brand valuation at
Interbrand. “It was the point at which
marketing dircetors and brand managers
realized that what they did had a di-
reet effect on sharcholder value. Mar-
keting departments had to recognize
that brands and brand managers were

As seen in BusinessWeek, August 6, 2001

going to be held more accountable.”

Marlboro Friday turned out to be a
wake-up call, not a death knell for big
brands. At many companies, the soul-
searching that followed ushered in a pe-

riod of increased marketing budgets,

stepped-up product innovation, and ex-
periments with more compelling ways to
reach consumers. Companies have
learned the importance of the customer
experience. They're serutinizing every
customer contact and every activity,
from call centers to the way the com-
pany’s trucks are painted to the selec-
tion of magazines in the lobby, to make
sure they are in syne with the core val-
ues of the brand.

PERKING MERRILY, Perhaps no brand
has done a better job of that than Star-
bucks, In 20 years, the Seattle company
has grown from 18 coffee shops to 4,435,
Over that entire period, it has spent
maybe $20 million on traditional adver-
tining, a pittance next to the $30 million
that Pampers, ranked below it at No.92,
spent just Iast year. Instead, Starbucks
plowed potential ad money into em-
ployee benefits, It was one of the first
companies to offer part-timers stock op-

GOZOMAN; STEPHEN KERNY/BW

&

AUERS

{L TO R) PHOTO LLUSTRATIONS BY AARON
WITH ORIGINAL PHOTOGEAPHY BY BERND

b].

. :‘Se_ar_ch suggests that i
- -gain share is to sustain

ide . -during a downturn gs:¥x
-+ cutting back, That's how
Kellogg leapfrogged -C.)
" the Depression, and
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' idot-com ubble proved,
massf

. '*.llona of investor dollars fa- @

post.com, eToys, and

‘many of the dot-com ads

tions and health benefits, Why? Because
for $he Starbucks brand, the experience
the consumer has in the store is crucial,

-A disgrantled employee or dirty rest-

room would break the pact Starbucks

. has with its customers. “If we want to

exceed the frust of our customers, then
we first have to build trust with our
people,” says Howard Schultz, Star-

¥ bucks' chairman, “Brand has to start
- ‘with the culture and naturally extend to

our customers.”
. Employee benefits as a marketing
tool? Why not, if that's what the brand

- requires. ‘Besides, conventional advertis-

e thing. As the

¢.as brand-building,
the height of the boom, -

millarizing. Web users with |
such new brands as out~ -
ets.com. In the end, too

never got around to telling
consumers what the brands

~meant a brand revamp. After Boeing redefined
- company, moving into new fields became easier

stood for—or even what products or
services the company offered, Now,
many of those names are disappearing,
along with the sock puppets and air-
borne gerbils that were their mascots,
Brand gurus prediet that demands
on brands will only increase in the com-
ing decades. The 72 million members of
Generation Y, who are now reaching
their mid-20s, have exhibited the most
social activism since the baby boomers
in the 1960s. They are likely to base
much of their consumption on the values
they ascribe to the companies providing
goods and servxces, predlcts brand con-

As seen in BusinessWeel, August 6, 2001

sultant Marc Gobé, author of Emotional
Brunding: The New Paradigm for Con-
necting Brands to People. This means
that companies will have to make & far
greater effort to ensure that the val-
ues communicated to consumers are con-
sistent with its internal values. If it is
not, they will be exposed. “You can fool
some of the people some of the time—

until they have & bad experience with = .

your brand,” warns David F. D'Alesgan-
dro, CE0 of John Hancock Financial Sex-
vices Inc. and author of Brand War-
Jare: 10 Rules for Building the Killer
Brand. Those that make good on their
promises, though, will be rewarded with
a more loyal consumer base—and a
brand that steadily grows in value. As
managers are learning, a brand is not
Jjust an abstract concept. It's a trea-
sured corporate asset.

By Gerry Khermouch in
New York, with Stanley
Holmes in Seaitle and
Moon Ihiwen in Seoul

online

Businessieek

For an online version of
this report, which includes
an interactive brands
scoreboard, additional
stories, and interviews,
go to www.businessweek.
com/go/brand.
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i Our first rankmg of the world’s most -Valuableﬂbrands

Witic tsble that follows ranks 100
. “global brands that have a value

“"‘brands were selected a

nature, deriving 20% or more of sales
. -Trom 0utside t.heu- home country. There

also had: to be publicly available ..
marketmg and financial data on
which to base the valuation,

ch_as Viaa, 8BC, Mars,
. The table of ‘individual
Tollowed by a table of leading
0 jos, since some companies
sxgmﬁcant brand value by man-
‘grouii of brands. Procter &
fo gxample, owns Pampers;

 greater than $1 billion. The.
‘criteria. They had to be-global in-

bL0s N
hat exduded some  big '»g,)‘?:‘\'i{/

Sp J(ldl Ieport \

-opinion polls or ad expenditures. Busi-
“nessWeek selected Interbrand’s method
Jbecause it values brands the same way
| analysts value other assets: on the basis

of how much they're-likely to earn going

-forward, Those future earnings are then
discounted to a present value bused on

how risky the earnings are, that is,
_ the likelihood that they will ac-
tually materialize,

To start the process, Inter-
®%] brand first figures out what

".B g percentage of overall revenues
V/I Ny are accounted for by the brand. |
BRY  Next, with the help of analysts -
" from: Cltxgmup Interbrand projects

~ the net earnings for that segment of

»the business; Interbrand then deducts a
chargefm‘ihemstofownmgthetangible'

‘assets, on the theory that whatever in-
come is:generated -beyond that-cost is
duetomtangiblefactms. This-is the eco-

nomic value added by such intangibles as "
| paterits, customer lists and of course,'
| ‘the brand. , :

The next step is to winnow the earn-
ings generated by the brand from the
earnings generated by other intangi-
bles. For example, are- people buying
Shell gas because of the brand nume or
because the gas station 1§ conveniently
located? Inferbrand uses market ve- -
search and interviews with industry ex-
ecutives to gift through those variables,

The third and final phase is to-anu-

lyze the strength of the brand in order

to figure out how risky those future .
-brand earnings are. To. calculate the - . -
-brand’s strength, - Interbrand looks at...
-seven factors, including the brand's

ket leadership, its stability, and its abil-

ity to cross geographical and cultural
"borders. The risk: analysis- produces a -
‘discount rate which is.applied to the.- -

brand carnings to come up with a net . -
present. value.of the brand, Businéss:: - -

-Week and Interbrand believe that this’

figure comes closest to-vepresenting the

‘true economic value of that complex ars,
. ray of forces that make: up abrand, ...

lntal “lnwl mslde ads lifted the' chlpmaker tothe top, b slump!ng PC sales
andpneewarsmakelt N
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As seen in BusinessWeek, August 6, 2001

- ans ihe malke( for luxury sedans. but movmg gownmarket ls proving
«houbkssome

‘Look out, Defront-—ﬂus maker of trusty sedans Is revving up new SUVs
and pickup trucks.
ibeds to’improve. lts:pérformal
puting.
" Suddenly, “erpowering the Internet generaﬂon" doesn't mean 60% ﬁlesf
3xow!h mtes

. New CEO fooking for next big thing; ofd fermuta of hngh-pnced Innovatwn
_gdoasn't cut n anymom

Japan The bast—known braud in consumer elecironics, Sony Is still the name fo
3 beal.

best.

‘Handing the PC crown to Dail was hard, Remaking itself in (BM's image
may. rove aven harde!. -

,Relenﬂess and mnovauve markenng keaps consumers saying “Whasgsup?”'
- fo'the wld s Iargest brewev

oA to;s-fhght rasearch and development - operation contlnues 1o produce
bmaklhrough drug&

L its maﬁetmg operation is the best in the buslnass Plus it has v toster of -
. blockbus!er products .

: Slashmg pm:es and costs has made Mmhael Del! king of computers, but’
he needs xo move his.company beyond the box, °

‘Sweden

_ For those who.like their status symbols in boid monograms, these are the
. handbags ang lu@aga of cholce,

'S nov 3 top-tier software auppher (or com
.. -58lves Ipfo e-businesses, .

Pepsi's making headway in the cola wars in the U.$., but stilf lags well
behind Coke overseas,

Daty. Interbrand, Citigroup, Busimssheck
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Interbrand

- orreséarch’info.the accuracy or. -
. colmpleteness of thie information. The
B uatl

Tutyre:prospects of the brands or -
‘companies. Interbrand-accepts no e .DAI(UNE R 13.58 .
;‘representatlons and warranties with : ;

As seen in BusinessWeelk, August 6, 2001

itabllity

: llcenslng, or franchis ng

_—valua s should be relied. upon ‘as a. ; ¥ 500

promise or representation as to the R cmm_mnmm 14.36

respect io the valuations. . ¢ Date:foebraid, Clligroup, BusinessWesk .
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Creating and managing
brand value

wwwi,interbrand.com

Interbrand

Founded in 1974, Interbrand serves the world with

34 offices in 22 countries, Working in close partnership
with our clients we combine the rigorous strategy and
analysis of brand consulting with world-class design
and creativity,

We offer a range of services including research, strategy,
naming and verbal identity, corporate identity, package
design, retail design, internal brand communications,
corporate reporting, digital branding tools, integrated
marketing services, and brand vaiuation,

We enable our clients to achieve greater success by
helping them to create and manage brand value.

& Interbrand 2003
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vors, formulations, and
packages wind up as
barren exercises in
market positioning that
clog retail shelf space
while offering con-
sumers nothing truly

Winners Losers

Samsung used bold designs to transform itself
into a premium seller of consumer products.
- Baby boomers, meanwhile, pay Harley top
dollar for a dash of rebel independence. = .

. The telecom debacle cut the legs out from

~‘under Ericsson and AT&T. Boeing still hasn't

covered from September 11, and Merrill
nch got mauled by the bear market.

different, But this 2002 0 - 2002 2001
ey ening ot weomw o Em I

ﬁf}‘;"f ez;z;sgggs rlgﬁ RANK  BRAND ($BILLIONS) ($BILLIONS) % CHANGE 'mx BN ($BILLIONS) ($BILLIONS) % CHANGE
make o difference, FLJ. 34 SAMSUNG 83 64 w30 “71 ERICSSON 36 71 29
Heinz Co. boosted its 91  NIVEA 2.1 18 +16 11 FORD 204 30.1 -32
mﬁn g‘é‘rﬂggs 3};}784:{; 45 HARLEY-DAVIDSON 6.3 55 3TN 16158 39
driving consumes - 41 OELL 92 83 Yz~ 82 BOEING 30Ty
terest in ketchup, from 83  STARBUCKS 2.0 18 +12 25  MERRILL LYNCH 11.2 15.0 -25

squeezable bottles to
versions spiced up
with flavors such as Smokey Mesquite. Diageo PLC’s once-
tired Smirnoff vodks brand scored a 5% gain thanks to the suc-
cess of a citrus-flavored, single-serve drink, Smirnoff Ice. Po-
sitioned as a sophisticated alternative to beer, Ice not only
became a hit with younger consumers but also enticed them
into giving a second glance to the core brand, which got a lift.

The Nivea skin-care line shows how to strengthen a brand
by branching out. Beiersdorf went further than a line exten-
sion or two in garnering a 16% brand-value rise for its unit.
Starting with women’s skin-care products and a carefully
nurtured image of wholesomeness and natural ingredients,
Nivea has moved into men’s products, including deodorants,
shampoos, and even a moisturizer dispensed from an electric
razor. Nivea has dozens of products today, vs. a handful five
years ago. “They are a classic example of how far you can go

with brand extensions,” says Jan
SAMSUNG Heavy Linderans, lnetrands o
investment in
design R&D has
brought fatter
profit margins

Advertising, of course, is one
of the most direct ways to build a
brand. But the danger in tough
times is that you advertise price
breaks and wind up cheapening
a brand. That’s why Dell Com-
puter Corp S ablhtv to see a 12%

94 BusinessWeek / August 5, 2002

Data: Interbrand Corp, J.P. Morgan Chase & Co.

Data: Interbrand Corp., J.P. Morgan Chase & Co.

increase in brand value is so impressive, The PC maker gave its
promotional ads an additional brand-building role. They feature
an enthusiastic young character, “Steven,” congratulating cus-
tomers with “Dude, you're getting a Dell!”—driving home the
point that customers can get exactly what they want at low
prices. After years of making that point in
a dry way, Steven brought “real person-
ality to Dell,” says Scott Helbing, the

DELL The enthusiastic
“Steven” of recent ads
helped boost the

brand’s value 12%

company’s vice-presi-
dent for global brand W
strategy.

But ads can take a brand
only so far. And if their claims are
not backed up by performance, the ads
erode value. For that reason, employees are a crucial link to
the consumer. If employees are motivated to reflect the core
brand values in all their activities, that radiates out to cus-
;, tomers, and on to friends and family. Sueh
word-of-mouth endorsements—which in the
Internet era can circle the globe instantly—
can be far more convincing than any mar-
keting campaign. Brand winners usually
“have inculcated what's great about their
companies up and down the organization,”
says Scott Bedbury, a former top marketer
at Nike Ine. and Starbucks who now runs
consultant Brandstream in Seattle.

Even the best corporate names are under
attack these days. Still, those companies are
reaping the benefits of years they spent build-
ing customer trust and honing images of
quality and dependability. To weather an ex-
tended bout of distrust and instability, strong
brands are crucial. Companies also will have
to work doubly hard to keep them intact.

By Gerry Khermouch in. New York

BusinessWeek | online

For a video discussion of brand value and an
interactive version of our scoreboard, go to the
Aug. 5 edition online at www.businessweek.com

(BOTTOM) PHOTOGRAPH BY K! HO PARK/KISTONE



THE

100

TOP BRANDS

What's in a name? Plenty, if you play your cards right

t was a tough year to build a brand—or defend one

against the corrosive effects of a bear market, financial

scandals, and shifting consumer priorities. For proof,

look no further than the fact that roughly half of the

100 global brands that Interbrand Corp. and Business-
Week ranked this year fell in value compared with a year
ago. In this environment, just holding your own is an
accomplishment.

To qualify for our ranking, brands had to have a value
greater than $1 billion, They were selected according to two
criteria: They had to be global in na-
ture, deriving 20% or more of sales
from outside their home country. They
also had to have publicly available mar-
keting and financial data on which to base the valuation.
That excluded some big brands, such as Visa International,
the BBC, and Mars,

How do you place a value on a brand? Some attempts
rely on little more than opinion polls or ad spending. Busi-
nessWeek selected Interbrand’s method because it values
brands the same way analysts value other assets: on the
basis of how much they're likely to earn in the future. Those
projected profits are then discounted to a present value
based on how risky the projected earnings are—that is, the
likelihood that they will in fact materialize.

To start the process, Interbrand first figures out what

Special Report

percentage of overall revenues are accounted for by the
power of the brand. Next, with the help of analysts from J.P.
Morgan Chase & Co., Interbrand projects net earnings for
that segment of the busmess Interbrand then deducts a
charge for the cost of ownmg the tangible assets, on the
theory that whatever income is generated beyond that cost is
due to intangible factors. This is the economic value added by
things like patents, customer lists, and, of course, the brand.

The next step is to winnow the earnings generated by the
brand from the earnings generated by other intangibles. For
example, are people buying Shell gaso-
line because of the brand name or be-
cause the gas station is conveniently
located? Interbrand uses market re-
search and interviews with industry executives to sift through
those variables,

The final phase is to analyze the strength of the brand to
figure out how risky those future brand earnings are. To
calculate the brand’s strength, Interbrand looks at seven
factors, including the brand’s market leadership, its stability,
and its ability to cross geographical and cultural borders.
The risk analysis produces a discount rate that is applied to
the brand earnings to come up with a net present value of
the brand. BusinessWeek and Interbrand believe this figure
comes closest to representing the true economic value of
that complex array of forces that make up a brand.

The Global Brand Scoreboard

RANK 2002 2001 PERCENT  COUNTRY  DESCRIPTION
BRAND VALUE  BRAND VALUE  CHANGE OF
$BILLIONS $BILLIONS OWNERSHIP
T EAEE I .| -, <. | still the:best brand by far. Growth in the developmg world offset so-s0 _
1. COCA CU_U\ 69.64 68.95 . +1% us. new products Jike Diet Coke with Lemon.. 5
Its name is still dragged through the courtroom, but the biggest challenge
2 MICROSOFT 64.09 65.07 -2 us. is stagnant PC purchases.
— ) o oo ** | Good thing Big Blue-was rebuilt on services, which femains ‘the most
3 IBm 5119 52.75 -3 ) Us. ‘promising segment for tech spending.
The retirement of Jack Welch and angst over Corporate America took a toll
4 GE 41.31 42.40 -3 us. on the GE name. '
Emon T 1. . 7| "Intel Inside” put it on the map, but now the brand faces tough competi-
8 !NTEL. 30.86 34.67 S US. . !'tion and: sluggish PC sales,
. Still the celi-phone brand of cholce among consumers, but overall sales of
6 NOKIA 29.97 35.04 -14 Finland | " bile handsets are weak.
e PR S B ) " -| Even monster hit Monsters- inc. couldn’t compensate. fora post: September
7 DISNEY : - 2926 . |0 3289 | =10 | - US| 19 gt at theme parks. _
' Who remembers Mad Cow disease? Global expansion contmues as nega-
8 McDONALD'S 26.38 25,29 +4 us. ive PR fades.
- PSR I B R | The iconlc brand uses line extensions and merchandising clout to over-
9 MARLBURU‘ .24'15 -22.05 +10 U S -1 ¢ome court.challenges and: skyrocketlng price of cigs,

Data: interbrand Gurp J.P.Morgan Chase & Co., Businessieek
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The Global Brand Scoreboard

RANK 2002 2001 PERCENT  COUNTRY  DESCRIPTION
BRAND VALUE BRAND VALUE CHANGE OF
$BILLIONS $BILLIONS OWNERSHIP _

lb MERCEDES 21.01 21.73 -3 Germany ;f:leiel;:'ding luxury car brand, but its fow-end models suffered from poor

11 FORD 20.40 30.09 a2 Us. é::):srtlng::ef’r‘ngﬁd v::efg;s:;zgﬁigrategies that were “poorly conceived
12 TOYOTA 19.45 18.58 5 Japan Sl?;?;;gnfgzng S‘f/tse; ;:p;;::r;?]i;road mid-market appeal in the U.S., in-

13 CITIBANK 18.07 19.01 5 Us. gnfiloi“r::gge?.& economy and a hit from the Enron fiasco hurt both results

14 HEWLETLPACKARD | 1678 | 1798 | -7 | us. | Moreand more s pinersarecommadiis. ikerng duing the Con-

15 MERCM EIPRESS | 1620 | 1es2 | 4+ | us. |lerl sewms sorymils oo it nor
16 CISCO 16.22 17.21 % Us. .Z?:wpggﬂngbrgz ‘tjh:allgge'rnet bubble, and the plunge in telecom spending,

17 AT&T 16.06 22.83 30 Us. \lxlgt)lc:;gfo:g\./es telecom these days. But at least it's faring better than
18 HONDA 16.06 14.64 +3 Japan §§)I‘|gn g??::::;taéfnd nurturing a growing reputation for earth-friendly

19 GILLETTE 14.96 15.30 = USs. ;?eem}::r]r% K;alz:]age:niz f\,/t;::ug::r;izr;?:hare, as higher marketing boosts the
20 bW 1643 | 1535 | 14| comany | SOHTeL SR s et s r e sl

21 SONY 13.90 15.01 = Japan gtalrlrll skJ\:;m for its design flair, Sony gadgets have come under attack by
22 NESCAFE 12.84 13.25 3 Switzerland g'r;e;z;r;s‘tant coffee is losing favor as people consume more java ot_:tside
.23 ORACLE 11.51 12.22 P USs. Look out below: Oracle’s value has eroded along with tech spending.

2 4 BUDWEIS‘ER 11.35 10.84 5 Us. xﬁgfi:dt\f:ﬁ'gig afz:j BL::?‘ 'and soaring Bud Light gives it continued dom-
25 MERRILL LYNCH 11.23 15.02 25 U.s. :;\é:s;tog:nhka!e\/rz ::f ggsg{ie; :& h{::rgr;i'l.'s conflict-of-interest fiasco be-
26 MORRANSTANEY | 1120 | wa | wa | us | e WSl aend fon e st coto

27 conPAQ
_ 2_8 PFIZER .77 8.95 +9 Us. :’:Lz:g :r;ig;edr::'gglg .ground on a hot-button issue with initiative to sell

29 1.P. MORGAN 9.69 NA NA Us. ZS; rir:‘a;l;](:t EJ:; :aci lf::;g'h, but J.P. Morgan also had big negative expo-
30 KD A_K 0.67 10.80 10 Us. ggg;kizct)ofz:; :Zsigi,:atlr:as::;fd the equity from its longtime dominance of

31 DEWL 924 8.7 12 Us. gP;g\:d that its built-to-order business model works in bad times as well as
32 HNTENDD s22 | oo | s | epm | Gnlharheonis e st s Gt el e

33 MERCK 914 9.67 6 Us. Z::x;!f:::rsa;::act::;;:gi;azjtiez% oa::. new-drug pipeline is dry. Now, investors
}- 34 SAMSUNG 8.31 6.37 +30 S. Korea ;Z\:ﬁ:l nugp brand value with britliant product des?gn and arresting

35 WKE 172 | ass | v | s | e e e oo e e
‘36 GAP 7.41 8.75 _15 US. !stts;’zlsiﬁ 7§;§:e;arit§:s'as consumers turned elsewhere for cutting-edge

37 HEINZ 735 7.06 +4 Us. Qv::;tsrs);ng;?:ﬁ f(heiz ::gl:;t:u%oar.e markets with memorable extensions in
.:38 VOLKSWAGEN 701 7.34 - Germany gl;;t;;l I1<;aavress;z,epse‘a;r?of’i‘own, and the new Beetle was not the megahit VW

39 OWMANSICHS | i | 7e7 | s | s | Tel sl o g ot codiil, ot
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RANK 2002 2001 PERCENT  COUNYRY  DESCRIPTION
BR‘S?!&IXNASL“E Baml‘({l?swi GHANGE OWNEO;.SHIP
A0 KUIES [ was [ o | 0 | us | e e e
N I IR N I e e
az s a7 | wm | | ey |
43 CANON 6.72 6.68 +2 Japan Qr;:z:?n::éei gser;‘:;rrnigc:ni; ; :xa;:ecrzpr;z;lfet that is exhibiting almost no
44 KEA e I N N e e
4s P a9 | san | | us e v
46 HARLEY-DAVIDSON 6.27 5.53 +13 Us. xfsri:r;nllé:b of selling Baby Boomers on a high-margin symbol of youth-
47 NIV 6.08 6.60 8 Us. rot:te::;:;rf[t ;:Ca??:aor{( eTt‘hic: gzggl.:mes shows MTV still has its spark. Un-
ABPIANT | eos | emo | a4 | us | e iamecen st e il oo
49 Kre s | sas | | s e e e
R 50 APPLE 5.32 5.46 3 Us. | gegeg';'r:f;:s‘:o?]:ﬁ 'iMac couldn't overcome weak sales to consumers and
51 XEROX 5.31 6.02 12 Us. Hii:agnzacllocdlszditlsi :éz‘rjsgy image, with digital and high-speed copiers. But
'. 252 GUCC | 5.30 5.37 1 Htaly ;g% ;?going allure of lead designer Tom Ford could offset a slow start to
53 ACCENTURE 5.18 N/A N/A Us. ::'; tI:‘?:tl :ofkioiir:eersﬁ:reernérﬁlrit:::e/‘\ndersen's fate, Accenture's branding ini-
: :5 4 UOREAL 5.08 WA NA France g&:;;vﬂ?\::k:if‘s :::-t barsggi ;:i\:\)lng:ts more than half its sales outside
55 KLEENEX 5.04 5.00 a1 Us. Llflll:?g’e;(o:lzg 21::: ;;(ij(se ;lsa'lue because of innovations like Kieenex Trav-
56 SUN 478 5.15 _7' U.S. ’ fsei::“:tgg tlfa::; isne:g;/.ers, but must deal with the implosion of the once-
57 WRIGLEY'S 4.75 453 5 Us. lgggactli::nsi:gepgtutmheaxigﬁ{:e rb;ir;:egresh. Can “functional” products like
:':'58 REUTERS 461 5.20° 12 Britain ;‘;esu;:ti‘e;;lse:jos;:n ;;Zs;izraplﬁ:rf::?:e‘to Bloomberg as customers fled its old-
59 COLGATE 4.60 457 4l UsS. ?hta(::t?r?i?cgrm:ri?(ﬁs:r:::bo and other novelties helped offset slipping
60 PHLIPS ss | as0 | 7 | e | e pre
61 NESTLE 443 N/A NIA Switzerland L?& Ig:egy:::.hocolate, cookies, and baby food is eating up U.S. ice cream
62 NN wo | | | us R e e U, s B
63 L R e
6 4 CHANEL 4.27 4.27 0 France The perfume and fashion icon held its own in a tough global economy,
65 Wt o | v | a | us | et e e s e o o
66 DANONE
67 Moo
68 ADIDAS 3.69 3,66 +1 Germany f;?f,f:ﬁafc’ﬁ'L‘nvdv"ﬁ'iipi??cf%ﬁ?n?Ut i has [l appcalamon trenc
69 ROLEX 3.69 3.70 0 Switzerland ;I;ietl:e's nothing like a classy watch in bad times. But improved sales must
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RANK 2002 2001 PERCENT COUNTRY DESCRIPTION
PG o owNERsHIP
70 TIME 368 372 a Us. Ads are way off but big news year has helped the magazine's reputation.
71 ERICSSON 3.59 7.07 49 Sweden Ericsson keeps falling further behind Nokia, Samsung, and Motorofa.
72 TIFANY sas | aus | o | s |l dnen e e weide et s vl ol s
73 LEVI'S 3.45 375 -8 Us. ;Jor:ltti:] -r:;x :t::;gl:;er:: store shelves, Levi’s will continue to lose ground to
. '74 MOTOROLA 3.42 3.77 9 Us. :ruc:;te:cé i?ggf?::tt?::sw ?Sghgzsgr:mdsets and semiconductors, but its
75 DURACELL 341 414 .18 Us. g?;giidmt:r gsi':mir.ld heavily on promotions to hold onfo market share, cutting
76 B8P 339 3.24 " Britain g;i'lethe:fgr;sbtrc; rrlzciass;i(t’:::ifnags;zxigr?nmentally conscious are controver-
77 HERTZ 3.36 3.62 =7 Us. Rental car business suffered as more Americans stayed home.
A-78 BACARD! . 3.34 3.20 " Bermuda (S;:Iiadgrrr:)ax::tti;gc :.nd the cachet of its Cuban heritage have the rum brand
79 ONERPLUR | 52z | wa | wa | us | eled bemmsmet bond e deanoled o mchardas s
- "80 AMAZON.COM 318 313 ol U s, Qnﬁ:zox‘tlzo_?:r;te:;zngoi;ss PI;?rL‘Ji .with more retail alliances like »the ones
BL PMSING | 10 | 360 | 10 | o | s ietoner s e o s o bl Fre
82_poene 297 | 405 | 27 | us | pemrenedine et ot B et o vanks o
83 SHELL 281 284 1 Brit./Neth. ::isg.esn-ding got a boost in 2001, but the brand still has little exposure in
: 84 SMIRNGFF 272 2.59 +5 Britain ;T;:;:;fsgmo:"am?c:tc :‘f relevance thanks to the explosive growth of ready-
85 JOHNSON & JOHNSON | 251 NA | NA | us. | T song mags of cering bullt up By fts baby products sood the
86 RN | aas | wa | we | ey | Pl amersieetomd i gt s ool dpon
87 MOET & CHANDON 245 2.47 - France ;/r:net grr;a?opr:g&?”t;:;i ;hg:ll:bﬂ;l; :sp fizz after clearing away unsold in-
88 HEINEKEN 2.40 2.97 +6  |Netherlands :gs br;pnuct:t(l)%r; :z:oiz‘:i;igjgg ;2:1gsh profits—remains intact despite efforts
89 MOBIL 2.36 2.41 2 us. ;l:;gl;e{f:: tfg;:rxozitl- company, but Mobil's strong U.S. focus helped it
90 BURGER KING 216 2.43 1 Us. r!?:’gzﬁ ;o;; iuer:?:r/;sion of franchisees led to inconsistent quality. Will a
91 NIVEA 2.06 178 +16 Germany cN;::i ;::gitaar:jzi% g; ;r;;nr:\apgri g‘fj gzgolesomeness to branch out beyond its
‘7 ;"92 _ WALL STREET JOURNAL L96 218 | -10 us. Lt: ”stzi;!tf:ga: kg;)(tj e:) ;a?'i:::lar:?:é;ﬁ;’tﬁ?g color reproduction. But the Journal
93 STARBUCKS 1.96 1.76 +12 US. :;:::uuc:s;ol:a::; ::t:;:b'l:i ;lieat.a“ll;l;elr.:eu :Jse s.till gaps to fill in the U.S., as it
= 94 BARBIE 194 i " us. ﬁ)a;:her year of brand erosion as little girls opted for more fashionable
95 POLO RALPH LAUREN 1.93 ’ 1.91 +1 U.s. m:ciﬁtusym:qtg sfn;ih: rli.gsir;%ceu.s helped this brand in a difficuit year at
96_Fam e | i | | us | e e T o o
97 JOHNNEWALKER | 165 | 165 | 0 | Brwin | ocer WaKinE: ad massage focusing on personalfouneys ssemedto
98 JACK DANIEL'S 1.58 1.58 0 Us. Jack Daniel's "birthday parties” celebrated the brand's 150th year.
99 IM 1.58 N/A N/A Us. ::aa:, :J;:Iedmoiz ::nor:rr;::zgiﬁes, 3M churns out continual innovation to com-
‘ 100 ARMANI 1.51 1.49 ol Italy :Z'e::;); rl;v:rzxistilzt;g wtgfgf:n from Milan to Hong Kong this year are

Data: Interbrand Corp., J.P. Morgan Chase & Co., Busingssieok

BusinessWeek / August 5, 2002 89



The McGraw-Hill Companies

BusinessWeek

| AUGUST 4, 2003 www.businessweek.com

INS iT SIGNALING BEST
|NFLAT|ON7
- BRAN Ds
VAN
SEIDENBERG'S
- GUTSY BET

| féﬁ;ﬁ gég, Annual Rankmq of the Top 100

OUR NEW
A-LIST

CHINA
SIGNS OF A YUAN
REVALUATION

| RUSSIA
BOOMING

i ECONOMY,

| AUTHORITARIAN

| POLITICS

USS4.95 CANSS

i




urdles that. all contenders have

outsuie theu' home countnes

out the Americas, Europe, and -Asia, Fi-
nally, they must huve publiely availuble
marketing and financial data. That ex-
tluded- some -big brands, such as Visa
International, the BBC, and-Mars,
~How-:do=you place a value on a
brand? -Some ‘attempts rely on:little
mwore-than opinion polls or ad spending.
BustuessWeek: selected Interbrand’s
method becanse it values brands the
game way. analysts value ofher assets:
on the basis of how much they're likely
tovearn in the. future, Those. projected

| The Global B mnd Sc'meboazd

'ble globm brands, we set: three -

e global in nntum, meamng-
Ademre at least athird of their-

proﬁts are then dlscounted to a present
value based.on how, risky the projected
earnings are—that is; the lkelihood that.
they will, in fact, materialize.. .~
To sta.rt the process, Interbrand ﬁmt
figures out what the brand's overall
sales are, (The brand may be alntost

‘the entire company,: as in the case of
‘McDonald's Corp. For others, such as

Marlboro, it may ‘be just a:portion.)
Next, with the help of analysts from
J.P, Morgan Chase & Co,, Citigroup,
and. Morgan Stanley, Interbrand pro-
Jjects net earnings for the brand. It then
deducts a charge for the cost of .owning
the tangible assets,.on the theory that
whatever income is generated beyond
that cost is due to intangible factors,
This .is the economic value added by
things lLike patents, customer lists, and
of course, the brand.

--The next step is to winnow the earn-
ings generated by the brand from the

ell gasoline because ‘of the b
nameé:or because the gas station is

_nal phase is to anal
ngth of the brand o ﬁgure out how
risky those future brand: earnings are.
To caleulate. the brand's ‘strength, In-
terbrand looks at seven factors, includ-
ing the brand’s market leadership, its
stability, and its ability to cross.geo-
graphic:and . cultural borders, The risk -
analysis produces a discount rate that.is
applied to.the brand earnings to come
up with: & net present value. Business-
Week und-Interbrand believe this fig-
F ure comes . closest to representing - the
true economic value of that complex ar-

ray of forees that make up a brand
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e .Even mrd times couldn’t dim the. luﬂer of: mianrs mravmm baub!ﬂs
L thelisignature. bloe box, |

_Tmtfst ‘fears bolstgred banery sales, but lhe cs!eg«y mﬁned
‘hafpared by cutthroat cormpetition. ..

] Naw flavovs, couphed with the popularity of the mojito—a Cuban mm mlnt
3. 1. julep—hept the venerable rum brand on the hip parade: =

: wwmmmmmmnmrmwhm

A WA L France.”| Colstiity designer Jean-Paul Gaulliet to update its imags, -
P JEE R . -Amazon's refentless focus'on mekirig enfine buying casker—not 1o mmn
3,40 S318 B ?,7 - toady progress toward profits—{mproved its standing among consemers.:
I 3 EE S I 6. ¢conomy gave Cala rolgh ride, bu:thehemm;mmammm
336 - 1322 f 4B maker bulidozed ahuad; strengtheninig e2mings htough cost-cutting. -
. - e | THE ROWS and data service still had not found the formula fo oufsyun
461 -28 Britsin rfinancisl-screen rival Bloomberg in a weak market,
N AT IR i;missmwiagmmmmum—mmmw tobeoool
2345 | -5 1 US. Lot its also golng mass-marked with 8 line for Wal-Mart, . _ :
329 |- e e | Seddied with a ditficult trave! market, Hertz Rent-A-Car had uough time © -
3.2 0336 |- -2 US. | ‘stsading cut-3s the premium choice. This company will have-fo try harder,
PO IR " - T'Once 8 dowdy link of home electronics, Matsushita's Panasonic.beand -
3.26 0 LR B J3p3n " -srood tor-style; quatily, and functicnipacked products,: - :
SRR S I The celtufar equipment ghant survived the telecom bust bol faced 3 tough ,
315 369 =127 1 SWodon Frigure. Two years of stumm and drang have taken' 1ol.. -
310 4 R ‘Tmmecuonubmdwummmmbywmm«n and -
10 s 3.42 -8 . l-!»_S:, - weak demand, while product delays:put customers on’ ho : o
G - | Hip-hoppers and othor.celsbs made thi 3
I8 - NA- NiA France g now generatlon ‘of-drinkers, - 3
298 281 | % EANEE | pard. nosed cost-culting.
s T Ny “Managentent wocked hard 1o-prove the by : i
C 297 )4 US Feommercts] siriners, only to fall behind Altbus In that'crucial market..
N 3 1o ’.i%wkup!lwboozabommbi&inuwucﬁmdﬂmwmm71:»-

-ﬁmthat rqcud your: tw the' prcppy pumyor of Nnedcau»s:yle that

867 3% 3 liné of Namboyent tes. . .
3 o

Ftdﬂmﬁ&' high betiind 3 successful apangion of its ground

“defivery sesvice, stealing market.share from Jeader United Parcel Servica Inc.

1m_babempmkcelnwnmdhmﬂasammm.mhklmasﬁn e
“aroind Swan Lake, Bmm‘sdwlmaeaunsumhmwmpw;mmm

“pummsled the Dow Jones-flagship

The: downtuin i adverlising; espcculiyﬁfor businoss pubﬂcations

Four botties of this nearly: 200-ynar-old blended scotch whiskey are -
‘tonsumed

d-every mlnwte, making it oamer Diaged’s most spleited brand, -

sha_nd mafmmscampa@ |4 appcal towomenandyw_ng«
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IN AN AGE OF ANTI-AMERICANISM

BusinessWeek/Interbrand's annual ranking
of the world’s most valuable brands
shows that American labels are still potent

ark Young Hoon of Seoul was
quick to clench his fist and yell
slogans against George W, Bush
exrlier this year in a glant rally
denouncing the U.8, President’s
tough policy on North Korea, But that
doesn’t mesin the 33-year-old computer
engineer s willing to loosen his grip on
hiz favorite Ameriean coffee or cola,
“Calling for political independence from
the U.S. is one thing, and liking Amer-

| jesn brands is another” he says. “Of
course I like ipn, Dell, Microsoft, Star-

bucks, and Coke."

Luckily for the stewards of America’s
lurgest brands, plenty of other ¢on-
sumers wround the world are making
the same distinctions. America's go-it-
alone attitude in recent years, which
has =haped its position on everything
from environmental issues to Irag, has
aroused plenty of ant-U. 8. sentiment.
So far, however, that antipathy ia not
spilling over into a widespread rejection
of 1.8, hamburgers or packaped goods,
“Yemend students were out burning the
American flag, chanting kill the Amer
fcans’” in early March, notes Jack
Valenti, CEO of the Motion Picture As-
socdation of America. ¥As soon as the
theaters opened at 7 p.m., bingy, they
were all in there.” Indeed, overseas
box-office recelpts for Amevican movies
have been creating at near-record highs
this year despite mounting anger

against the country in which the films |

were produced.

Whatever the world thinks of the
). 8 these days, American lubels dom-
inate this year’s annual Business-
Weekflnterbrand Corp. ranking of the
100 most valuable globad brands. U.S,
brands claimed 62 places, including &
of the top 10 spats, The ranking is
based on a detailed analysis of how
meh of each product’s rales are driven
by the brand name, weighted for ruch
other factors as market leadership, sta-

'i’fiiﬁf World's 140
Vost Valuable Brands

bility, and the ability o eross nutiomd
borders.

Just because American brands dom-
inale doesn't mesn forelgn brands
aren't also moving oup the ranks, Sam.
sunyg Electronics, sap, LOréal, and Toy-
ola posted some of the biggest gains on
the list. And consumers wore clearly
paying attention to current evenls. An-
other year of corporate scandalz znd
mediocre stock market returns chilpped
away at the value of such brands u
Jenorgan, Merrill Lynch, and Mergan
Stanley.

Thuse that have suffered the steepest
valuation declines—such as Ford, down
18%, to $17.1 hillion, or Kodak, down
19%, to $7.8 billion—are less the vie-
tims of & tense political climste than of
stumbles under the weight of quality i
sues, mistargeted products, or other fuse
damental business probloms, Some, sitch
a8 Levis and McDonalds, are racking
ap higher sales growth uversens than
&t home. The names that dominate the
roster, such as top-ranked Coke and
No.2 Microsoft, are global players that

1 rise above the noise of political dissent to

appeal to consumers everywhere,

What is it, exactly, that's keeping
U.S. brands aloft? Credit » combim-
ton of smart brand managoment and
sheer luck. That American brands are
born and nurtored in the worlds larpest
amd most eclectic economy confers a
huge advantage, By the time they ven-
ture overseas, issues of gquality, congis.
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tency, and logisties have largely been
resolved, And many brands have been
in the global marketplace for so long
that few eonsumiers ean say with any
certainty where they originated,

At the same time, American mar-
keters have worked hard to imbue their
products with American values that arve
still attractive overseas. "I think the
core values of Leviv—democracy, frec-
dom, independence—certainly are viewed
a8 the best of America and its virtues,”
gays Levi Strauss & Co. co Philip A,
Marineau, whose brand still struggles
at home but is coveted in markets such
ss Asia.

Far more important, marketers have
lesrned to wesve their products into
the loeal culture by hiring loeal man-
agers and adapting everything from

packaging to serving sizes to flavors to |

the loesl market. Thus, McDonald’s
Corp. sells zloo tikles in Bombay, teriya-
ki burgers in Tokyo, the flatbread
McArabis in Amman, and Kosher Me-
Nuggets in Tel Aviv. Despite continued
tensions in the Middle East, that’s
where the company saw some of iis
strongest sales growth over the past
vear. Many brands also try to cement
their local ties by taking on ambitious
community-service programs such as
Coea-Cola Co's educational grants made
through the Palestinian Authority and
donations to environmental causes in
Spain.

For a taste of how U.8. brands are
sold, look at Pepsi in India. It still the
same zoda pop thal flows in Americs,
but with a distinetly Indizm twist, Pepsi-
Co has nurtured a homegrown image

“b,v aponsoring the hugely popular sport

[ Iy to the formulas that pro-

is shipped. But being a bulldog

BOYCOTT
TARGET:

of ericket, nsing loval eelebrities in ads
and filling its senfor management slots
with Indian talent. [t has also taken
ecommunity involvement to snother Jev-
el with such ventures as growing toma-
toes and exporting chill paste with the

state government of Purgab. Pepsis lo- .
cal slogan, Yek Dil Maange More! (This | Jakarta an it does in Jefferson City. The
| emotional appeal has proven especially

Heart Wants More!), is so popular that
an Indian army major funously shouted
it into the snowy Himalayan vaBeys af-
ver u key vietory aguinst the Pajistanis
in the 1998 Kargil war No wonder a
three-day forelgn-product boyeott in the
Coramunist state of Kerala barely made
& dent i the soft drink'’s sales, And it's
no surprise that the Pepsi brand has
jumped 6% in value, to $11.8 billion,
this yearn

For other brands, however, vietory
oversess means adhering strict-

pelled them to the top in the ¥
U.8. Take Dell Inc., which
added 12% in brand value this
year, to $10.4 billion, It has
strived to replicate exactly the
model that made [t famous at
home., That means mass cus-
tomization, direet-to-the-huyer
gales, and fast turnaround. The

iF

CAFE
SOCIETY: .
in Lebanon

can pay off. Today, Dell is the largest
forelgm seller of 1% in China and is go-
ing strong in Burape,

Some brands have overcome an anti-
American prejudice by appesaling to
shaved values, Nike Ine’s “Just do it”
meszage of individual empowerment and
athletic achievement plays as well in

powertul in regions such as Western
Ewrope and Asia, where Nike is racking
up the greatest sales growth.

Not every brand, of course, has
found it euxy tn navigate overseas.
Some misresd demand; others get hung
up on cultural differences, And a8 num-
ker simply become too stretched to
maintain the quality and service that
drove them to the top at home, Star-
bucks Corp. saw its brand guin 9% in

tergptation to adapt to local
conditions or lessen standards

may be great, especially as Eu-

ropean buyers have been slow

to shop via the Internet and
the less efffclent payment prac-

tices of China mean buyers

ViGN 60508

4

wait days before their Doll pc
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GLOBAL POWER

value, to $2.1 billion, this vear, but that
wus largely on the strength of double-
digit gains in the U.8,, where sules of
everything from its compilation ¢bs to
bottled Frappuecino are booming, “The
equity of the brand has gone well be-
yond a cup of eoffee,” says Chuirman
Howard D. Schultz, [ts 1,600 oversess
stores are net money losers, however,
Analysts attribute the losses to high
startup costs, stiff competition, and less
interest in the so-culled Starbucks ex-
perience. Schulte blames the setbucks
on temporary growth pains and & bad

ecoRomy.

The problems have been far worse
for U, 8. carmakers, Not only are they
losing traction in forcign markets but
their home turf has long sfnce been in-
vaded by Asisn and European com-
petitors offering higher quality and bet-

Lasers

While some brands are
emblematic of the U.S., many consumers
¥ distinguish between politics and products

ter design, often at
lower prices. Toyota
gained 7% in brand
value, surpassing its
American rivals at
$20.8 billion. Over the
past 12 months, the
Toyota brand has
gained $1.3 billion in
- value, while Ford has
- lost $3.3 billion. The
next biy auto name on
[ the list: Honda, which
increased 4%, to 3156
billion. The brands of
Generz! Motors and
Chrysler, which are
. less global, can't even
erack the top 100
As the car rankings show, a brand's
popularity is only partly a result of cures
ful grooming. Quality eant be faked,
and many shoppers outside the U.S.
reslly only care about & good deal. “If
sotnething is useful we buy it, whether

its made in the U.8, China, or else-

where,” notes student Heather Kam,

 while sipping « Caffé Mocha in a Hong

Kong Starbucks,

There’s anuther reason consumers
overseas can rage against U, S, foreign
policy one minute and relax with & Bud
the next. Some products have become
80 widespreud that muny people are
only vaguely aware of their countries
of origin. Ahmad Tarovat, a 23.year-old
Parisian salesman, may insist that he
will never ingest a Big Mac because
“McDonald'’s stunds for American impe-
" rialism,” but he seems oblivi-
ous Lo the origin of the Nike
sneakers on his feet or the
: pack of Marlboro Lights in his
 hands.

He's not alone. In surveys,

Japanese (it's Finnish). Nestlé,
: & Swiss brand, found itself on
some Arab boyeoft lists of
Amerjcan products during the
'~ Iraq war. And few know that
Hiéagen-Dazs and Estée Laund-
¢r were actually born in the
usa. Even where consumers
can correclly identify the na-
tional origin of & multinational
brand, they are more nclined

to think of it as global rather than
American or Japanese, according o re-
seqrch by Roperasw,

U.8. corporations know that it takes
more than translated slogans to win
over a local population. As Jeffrey R.
Immelt, chairman and ko of General
Blettric Co., has noted: “We are a glob-
al eompany, [so] we want to present a
global face to our customers.” For lm- |
meilt, that has meant pushing more di-
versity through the ranks und, where
posaible, putting foreign talent into key
management slots—and not just in their
home countries. G& has watched its
brard value increase 2% this year, to
$42.3 biltion, despite a tough economy.

Another area i getiing inereasing at-
tention from American brand owners:
the need to be perceived as responsible
global citizens, That can mean every-
thing from giving funding to rursl
schools, as Coea-Cola has done, 1o plow-
ing resources fnte fixing environmental
problems, True, established companies
have long done that at home. But many
are infamwus for bad behavior abroad,
from substandsrd conditions in factories
to lundseapes dennded by manufacturing,

In a global village, that kind of bad
publicity anywhere can erode the value
of a brand, Sexist ads in China can be
tranamitted to the West with & mouse-
dick. A complaint can garner
a global audience if it's directed at a
big name. That means, for example, that
Nike's labor practices in developing
countries can become an issue for cone
sumers around the world,

‘The world is & fast-changing and
fickle plave where big names can quick-
ly and sometimes irrevocably slide in
favor. New competilors or louder anti-
Americanism may yet send the value of
American brands plunging. But so far
they are atill finding ways to connect
with consumers everywhere. In the
end, the most effective taclics are sur
prisingly simple. Take a look at one of
Coke's hit commerdcials this year, which
centers around & guitarist on a subway
playing a melancholy tune until a kid
hands him & Coke, After a long slug, he
lanches into & remixed version of the
old mambo tune Chikuchna and soon
has averyone on the subway chanting
“Chihushua!” Sure, it was made in
Spair. But when Coke aired it in other
parts of Europe, it found commuters
there were chanting in anison, too.

By Gerry Khermouch and Diase
Brady in New York, with Stanley
Holmes in Seatlle, Moon Mlwen in
Seoul, Manjeet Kripaloni in Bombay,
Jennifer Pivard in Pavis, and bureaw

reports
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SPECIAL REPORT

The Hmirm:%f&(tnte:brand annual ranking of the
uable brands shows the power of

world’s most va

passionate consumers

e ASRY NRISTAT, B, ™5 A SRUP-PROFESSED APPLE TUNKIE,

Alowg with his brothes, Yin, be is building his fimmaling ca-
sy with the company’s iMuc compaters ind editing softwaze.
e usumlly leaves his Manhattan spartment with 8 slesk {Pod
e Plugged into his ear. So last vear, when e Nedstr brothers
discovered the digital musle player’s batieries wers irreplace:
able and Iasted juse 18 vuonths, they made a o called iPods
Inrey Saoner AR atiBetied 4 protest Web sibe, Apple Compuaier Ing, addressed
the problem, Now Neistat insists that te protest was s st ofove: “We musde
tont i breesmese we bublieve in dhe brend 5o much,”

Such boyalty fles in the fave of cornentional marketing wisdon. A customer
apurncd, the lugic goca, is & cwswomer Toat. Dot tese days the relatonshlp bes
tween bromds and their customers has become much mare complex. For one
shing, consumers vimply know evore thin they wid @, The Intvrost opens up
& wealth of informanion, allowing for stant price and quality eomparisone.
But. congumers demand move from the brands dvey love thar simple relialsil-
ty: passionate consamess want their brands to become & form of sl cxpres-
sion. Incressingly, consusmers are cistomizing products and services t achieve
thar—whether it's tadforing coburs on & pair of sneakers from Nike Ine. o
wdding itevos to their personal i-watch list on eBay. Fustead of argas-length
customers, they're beginning to act 1ike and feel Bke owners or members of 8
community. They no longer passivhy consume, Theowgh the Intemcet, they can
valk buck and wlk to one anather, They can ignite a groundswell of positive
bz of sprawn o revols As Puw?:*eed?ﬂd,amiw me—pmuidentﬁn‘megc
marketing and new media at Samgung Eleetrondes Nenth Anerica, puts it:
“Comsumers are enapowesed in & way dhal’s almost frightening.”

DE0u BEARD il
LS} v

[

Z | MICROSOFT | 63

a |'GE "

§ | DISNEY 2711
7 | McDONALD'S | 2500

9_| NoKia 2408

9_| TOYOTA Y]
0 | MARLEORO 513
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QUERTIN SHITIJASIA TMA{IES

‘This seismic shift in clout trom companies to their customers
is creating opportunities, espeelally for younger brands that
grew up with the Internet and have hecome adept at building
user communides, Meanwhile, some traditional brands, such as
Coca-Cala and Microsoft, are souggling to retain their mam-
moth leads in a market where consumers inereasingly resist
what they see as bland ubiquity and a surfeit of power.

There have always heen eult brands, mostly smaller labels
unknown 1o the masses. But these days, binlding cults or at
least strung communities, is a widespread srategy. No wonder
companies that are able to instill o sense of ownership in near-
fanatical customers showed the higgest gains in our fourth an-
nual ranking of the 100 most valuable global brands, The loyal,
if sometimes nagging, hand of true believers behind No. 43 Ap-
ple—combined with tremendous success of the iPod—helped
the dollar value of the brand jump 23.7%, to $6.9 billion, over
the past year, That was the biggest increase in this year's rank-
ing, which is compiled in parinership with leading brand con-
sultancy Interbrand Corp. A dollar value is ealeulated for each
brand using a mix of publicly available dawa, projected profits,
and variables like market leadership,

Apple was hardly alone in enlisting reeruits, EBay makes its
debur at No.60. Fellow hot property Samsung Electronies,
No.21, jumped 15.7% in valuc 10 $12.6 billion—a move that
Seoul-based global markenng chief Eric B, Kim autribules o
“building communities around our brand.” Along with honing

a hiph-cnd image with its feamre-packed cell phones and flat-
panel T¥s, it nurtures loyalty with events for users. Yahoo! and
Amazon.com, Nos. 61 and 66, respectively. also made significant
gains. But success isn't Hmited to the young. Cult icom Harley-
Davidson, No. 41, climbed despite having been founded more
than & century ago. While the value of those brands is a fraction
of the top-ranked $67.4 bilion Coca-Cala brand or No. 2 Mi-
crosoft, with $6 1.4 billion, those behetmoths have lost brand val-
ue over the past year. And they, too, have started to recognize
the need to nurture stronger tes with consumers, Witness
moves by Microsoft to hold mini trade shows in airport lounges
for consumers and the soda giant’s creation of hip “Coke Red
Lounges”™ for teens in suburban malls,

Group Think

THE GOAL: TO FOSTER A SENSE of shared experience and of
belonging, Starbucks Chairmun Howard D. Schultz balks at the
notion that his brand, swhich ranks 98th in our survey and
Jjumped 12% in value this year, is about selling various iteradons
of coffee. Says Schultz: “The product is the experience.” His
shops may sell latte, but what people really crave is the hip, re-
laxed ambiance, the miusic, even the baristas who remember the
regulars’® favorite concoctions, Sounds crazy? Nat to student
Amy Berkman. Appreach her at her favorite New York City out-
let and she lets forth a stream of opinions on everything from



o

- wonld wurk beaer,” she says, sipping

-the Swedish furniture chadn that of-

semble furniture with cute names,

SPECIALREPORT

ideal chair configurations in the store
1o the type nf mpstard they should uge
on their harn-and-cheese sandwiches.
“Something more tangy and grainy

un her daily chai lawte, She cares be-
cawse this is where she hangs out with
her friends. Berkman doesn’t like cof-
fee; she likes the experience of being
at Starbucles,

The brands that have managed to
build cultlike followings have done so
by being, well, cultlike, at least in
some aspects, They are selfscon-
seionsly different from vivals. They're
bound by a set of dlearly defined and
rigorously enforced values, And they
fulfill & cunge of needs for teir mem-
bers—er, customers. The fastest-
growing ones often project an aurs,
an attractive group identity, Conjure
vp an image of an Armani customer
ora Porsche driver and it will evoke a
set of personality characteristics as
much as it cvokes & product prefer-
ence. They also beget proselytizers—
customers who will chat up the brands w their buddies, set up
‘Web sites, atend events, and proudly identify themselves as ad-
herents, according w strategist Douglas Athin uf ad ugency
Merldey & Partners, who recently wiote The Culting of Brands.
Nobody has to pay them. They are owners as well as customers.

Empowered Consumers

THE CLASSIC EXAMPLE of & cult brand {s Harley-Davidson.
The 101-year-old brend gained 4% in value this year to $7.1 bil-
lion. Sure, theve are new models Tike the sleek V-Rod line and
fresh features aimed at wooing women, but the real buzz comes
from the 886,000 members of the company-spomsored Harley
‘Owners Group. They're the ones who organize rides, training
vourses, social events, and charity fund-raisers. They pore
thiough motoreyele magazines and wear the Haley-biandsd

-gear v feel more like rugped individualists and outaws when

they hit the road on weekends. A quarter of a million of them
descended on Milwaukee last Labor Day to celebrate the
brand’s centennial. No wonder more than half of new Harley
sales are to current customers wha are trading up. The brand ia
gelf-reinforcing. ,
Itdoesn’t take & cool category like motoreyeles to yield a cult
brand. Some are found in far more mundane sectors—like fur-
niture retailing. In Shanghai, Wang
Jiant Shuo runs a Web blog that,
among other things, delves inw his
likes amd dislikes with No. 40 Tkes,

fers modestly priced, ready-to-as-

He writes ahnut everything from
the 124 ice crean cones in the store
cafeterias to how, as a newly gradu-
ated swudent in 1999, he spent his
first month’s salary on a “Billy
Bookease.” Notes Wang: “lkea
geems to know my life better than

Cultlike brands are
self-consciously
different from their
competitors

any other furniture brand.” Among chose posting responses (o
his musings are a Malaysian fin whe started hig ownn Tkes fo-
rum and angther who mukes jokes about Swedish meatballs.

Such exchanges underline a key aspect of brand communi-
ey i (e modern wger They evolve in ways that the head of-
ficc often can’t cantrol. Newly empowered consumers can ap-
propriate and manipulate the brand in whatever way they
want. The Neistat brothers’ anti-iPod Web site has generated
1.4 million hits from around the world. And it's not just brand
fans who can make a difference  or inflict damage, Witncss
the suecess of Super Size Me, in which documentary flmmak-
ar Morgan Spurlocle chronicled his decline in health while cat
ing meals at McDonald’s for 30 days in a row. Although it de-
nies any link, McDonald’s Corp.
recently did away with the Super
Size meal option. They called it a
menu simplification.

The key for brand builders is to
give empowered consumcrs a
greal priduet and the tooly v use
it however they want, Jeffrey P
Bezos, chief executive of Ama-
zon.com, whose brand value grew
22%, belleves there is a distinct
community built aoround his
brand, even though it's now used
by more than 30 million peaple

Teaching fans
fow ludrive tu
the max




worldwide. For him, comtmunity is defined as “neighbors help-
ing neighbors makepurchose decisions.” That means allowing
negative customer reviews, cven if it sabotages a possible sale.
Jt meant halting Qpemlmg on conventional advertising last
’year to funnel money into eutting prices and improving serv-
feg ir'the belicf that the community itself would spread the
wirrd. What Bezos does control is the vange and quality af his
site’s offerings. “The thing that we did early on Is thar we made
It very easy for people 10 find very obscure products,” notes
Bezog, “Tryou're nol doiug suething tiat people will remurk
on, then it's going to be hard to

have instant recognition with consumers can lose some
sparkle. Qver the past year heavywcighis like Microsoft,
Coca-Cola, and Walt Disnéy saw their brand values erode.,
Others, like Finnish mobﬂe-phone giant Nokia Corp,, No. 8,
are strugghing to regain momentum, *Nokia used to differen-
tiate but 1 don t think people would know what W assuciate
with it now,” argies Jan Lindemann, Interbrand’s global di-
rectar of bnmd valuation. Nokia's head of global branding,
Tapic Hedman, admits that *some young people may find
Nukis wsu everyday, ton middle of the road.” But he dispures
the notion that his brand could

generate word of mouth,”

Some companies are using mass
customization to bind their cus-
temers ever more tightly to their
brands. The efforts extend beyond
the individualized Web pages that
‘characterize Web sites like Ama-
zon.com and cBay. It mcans allow-

plummet 18% over 12 months, as it
did this year in our ranking, urgu-
ing that brand equity takes years 1o
win and losc, “Once C you have it, it’s

a bir like insurance,” says Hedman.

“It's not likely to be eroded very
fast unless you make one mistake
after another.”

That may be a dangerous point

ing customers to set up fan sites on T

the Web or personalize items.

‘Some companies, like No.18 Hon-

du Mutor und Nike, vler wols w | 43 | APPLE
help customers put their impx:int 66 | AMAZONCOM
on a product—such as choosing ,
unique color combinatons and | 81 | YAHOD!
messages for their sneakets, But | 21 SAMSUNG
relinguishing control has proved to n |HsBC

be hard for some marketers, No.§

Walt Disncy und No.82 AOL have (e retmees

famously chased down fans for
“unauthorized use of copyrighted material. As brand “ﬁmms“r"
Andrew Zolli argues: “When you get to the point where you Te
suing your custoniers over their use of your brand, it’s time w
chanpe your hysingss madel,”

Even brands that have largely grown through acquisitions
and smart pricing understand the importance of building a
digtiner image and fan base, As Peter Strmgham. group
general mansger of HSBG Haldm;,ﬂ PLGC bank i mn London
notes: “Nobody needs a new anvrhmg anymore.” Instead,
what has allowed No. 33 HSBC to jump 15%, to $8.7 billion,

50 F Meassr vde &40, CLaen M 'J&Is.,l!l‘!i

2004 . EDU‘ FERLENY N 3
GuNo | Supg | e of view to take. fust ask Royal
aitions | @ldides Philips Electronics’ new chief mar-
§687 | $555 | +24% | ketng officer, Andrea Ragnett,
AT who blames the lack of buzz
Mb ,.3'40 +22% around the Dutch electronics gian,
Ay | 389 | ™% | which dropped 2% in the rankings,
85 | 1085 | +16% | 16 N6.65, on years of underinvest-
- ing in the brand. “It’s seen as a
867 | 78 | 9% | guil, sclid, refiable hrand but

nothing really special, nothing

wparkling.” says Rapreti, who is
currendy trying to narrow the brand’s target demographics
and recast its message.

Thiat doesn’t e big Lrusds et conseel with customers,
Even massive players like No.4 General Electric Co,, which saw
its brand value gain 4%, 1 $44.1 billion, can adopt a fun, firy
style. The most popular section on the company’s Web site is the
“tat: Pen,” which allows useis-to doadle in a variety of colors
and styles before e-mmhng their handiwark to » fricnd. Since
launching last year, ithas received more than 43 million impres-
siony. When the site went down tor a few days to upgrade, the
‘company was deluged with e-mails

this year is clear differentiation as
“the world®a local bank™ with a
flavor that varies by location, On
Jan. 28, for example, it kicked off
the rebranding of newly acquired
Mexican bank GF Bital with a flee
live concert in Mexico City for
10,000 people by pop singer Luis
Miguel, In New York, it grabbed

that asked where it had gone, Does it
help the company sell more oveng or
advertising on NBC? Probably not.
But it certainly gives users a warmer
fuoling ubout GE. These days, any-

thing that makes fans out-of fickle
consumers can be priceless in build-
ing abrand, W

attention by offering free taxi rides
in a eab emblazoned with the
hank’s red and white logo to any
passenger with an HSBC bank | 63 | KODAK
card. ITEN

In contrast, some old-line ‘G - “'"ﬁ"“
brands seem to be coasting on 8 NOKIA
sheer size rather than an shilityto 82 | AOL
forge a unique relationship with % | FORD
customers, Even brands that have . i

= ~By Diane Brady in New York,

URAND | mamb | cwanee with Robert . Haf in San Matoa,

(BILLIONS (QLEIONS] Cah' ',Andy Rllhhardtlh .Pdris,

$5.23 | $783 | -33% Moon Thiwan in Seowd, Stanlcy

- London, and buren e
204 | 2984 | <18 b and purean repart
3.2"3 | 396 | -18 [T IR o o interview

1447 17,07 -15 with Bezos and a Video Yiew with
Interbrand's Lindemann; go to
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THEGLOBALBRAND SCOREBOARD

The 100 Top Brands

Here’s howwe calculate the power in aname

LOTS OF INGREDIENTS go into ranking the the way analysts value other assets: onthe and a charge for the capital employed to arrive
world's most valuable brands. To even qualify basis of how much they're fikely to earnin the atthe intangible earnings. The company strips
for the list, each brand must have a value future. Then the projected profits are out intangibles such as patents and customer
greater than $1 billion, derive about a third ofits  discounted to a present value, based on the convenience to assess what portion of those
earnings outside its home country, and have likelihood that those earnings will actually earnings is due to the brand.

publicly available marketing and financial data.  materialize. FINALLY, THE BRAND'S strength is assessed
One or more of those criteria eliminate such THE FIRST STEP IS figuring out what to determine the risk profile of those eamings
heavyweights as Visa, Wal-Mart, Mars, and percentage of a company’s revenues can be forecasts. Considerations include market

CNN. We don't rank parent companies, which  credited to a brand. (The brand may be almost  leadership, stability, and global reach—its
explains why Procter & Gamble doesn'tshow — the entire company, as with McDonald's Corp.,  ability to cross both geographical and cultural
up. And airlines are not ranked because it'stoo  orjusta portion, asit s for Marlboro.) Basedon  borders, That generates a discount rate, which

hard to separate their brand’s impact on sales reports from analysts at J.P. Morgan Chase, is applied to brand earnings to get a net present
from factors such as routes and schedules. Citigroup, and Morgan Stanley, Interbrand value, BusinessWeek and Interbrand believe this
BUSINESSWEEK CHOSE Interbrand Corp.’s projects five years of earnings and sales forthe  figure comes closest to representing a brand's
methodology because it evaluates brands much  brand, It then deducts operating costs, taxes, true economic worth,

Little innovation beyond its flagship brand and poor management has

11 COCA-COLA 67,394 79‘453 -4% us. caught up with Coke as coqsumers' thirst for cola has diminished.
22 MOROSOFT i eoms -on  us  nessmoniotoies s s o o
33 IBM 53791 51767 4% U.s. a;ﬁi(:%iign ;zfein'wsir;i':-st‘)usiness. with services making up more than
44 G wIL a0 e U e
55 W o9 ol s us  |olrEriusis o rellsngte e ot e
67 DISNEY min mow e us  Ebem bl e e e
7o MOONALDS  son a1 us  CEeremleotors o s st et s
86 NOKI im0 e s AT el e ant s s el s s
9 11 TOYOTA 22673 20784 9% Japan With rock-solid quality and the edge in hybrid cars, the Japanese auto

maker is on track to overtake Ford in worldwide saies.

The No. 1 name in cigarettes has cut prices and upped marketing to
10 5 MARLBORO 22128 22183 0% us. beat back the challenges of higher taxes and fewer smokers.

With wobbly profits and quality problems, the luxury car brand is
struggling to retain premium status,

ETT- Covering everything from digital cameras to service, the IT giant
12 12 HEWL PACKARD 20973 19860 6% us. wants to dominate the middie ground between Dell and iIBM.

11 10 MERCEDES 21,331 21,371 0%  Germany

New CEO Charles Prince has spurred on global expansion and
boosted the consumer credit division.

A recent federal court ruling that allows banks to issue Amex cards
. 14 15 AMERICANEXPRESS 17683 16833 5% : us. shouid give the brand another boost.

Despite the tougher competition from Schick, the King of Blades still
15 16 GILLETTE 16,723 15978 5% us. reigns with new products like the battery-powered M3Power.

13 13 CITIBANK 19971 18571 8% Us.

68 | BusinessWeek | August 2, 2004
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16 17 CISCO 15948
17 13 BMW 15,886
18 18 HONDA 14,874
19 14 FORD 14,475
20 20 SONY 12,759
21 25 SAMSUNG 12,553
22 23 PEPSI 12,066
23 21 NESCAFE 11,892
24 22 BUDWEISER 11,846
25 29 DELL 11,500
26 27 MERRILLLYNCH 11400
27 26 MORGANSTANLEY 11498
28 24 ORACLE 10,935
29 28 PRZIR 10635
30 31 J.P.MORGAN 9,782
31 33 NIKE 9,260
32 30 MERCK 8811
33 37 HSBC 8,671
34 35 SAP 8,323
135 39 _CANON 8,055
36 38 KELLOGG'S 8,029
"37 41 GOLDMANSACHS 7954
38 36 GAP 7.873
39 new SIEMENS 7470
40 43 IKEA 7182
41 44 HARLEY-DAVIDSON 7057
| 42 40 HEINZ 7,026
43 50 APPLE 6,871
44 45 LOUIS VUITTON 6,602

J U VALUE.
T SMILLIONS.

;. BRAND - "CHAN
15,789 1%
15,106 5%
15625 ~-5%
17066  -15%
13153 -3%
10846  16%
1,777 2%
12,336 -4%
11,894 0%
10,367  11% -
10,521 9%
10,691 8%
11,263 3%
10,455 2%
9,120 7%
8167 13%
9407 -6%
7565  15%

7714 8%
7192 12%
7,438 8%
7032  13%
7688 2%
New  New
6,918 4%
6,775 4%
7097 -1%
5554 24%
6708 -2%

Germany

Japan
us.
Japan
S. Korea
us.
Swltzérland_
us.
us.
us.

Sus.
| U.s.
us.
us.
us.
u.s.
Britain
Germany
Japan’
u.Ss.
us.
us.
Germany
Sweden
us.
u.s.
uU.s.

France

The networking behemoth used slick TV ads and key acquisitions like

Linksys to extend its reach.

The Bavarian auto maker is powering higher sales with a raft of new
models from the sleek 6 Series sports coupe to the X3 baby SUV.
Overtaken by Nissan at home and falling further behind rival Toyota in
the U.S. market.

Ford Is trying to make quality “Job One" again after an embarrassing
run of glitches, but leery consumers haven't yet regained trust.

It was late to the LCD TV boom, and the PS2 video game console is
slipping. Worse, rival Samsung is in Sony’s face.

No longer known just for undercutting the prices of big Japanese
brands, the Korean consumer-electronics dynamo is suddenly cool.

Targeted marketing and ads abroad with stars like soccer icon David
Beckham have enabled the No. 2 cola maker to steal some of Coke's fizz,
It's still the world's favorite instant coffee but even products like Ice
Java struggle against hip upscale brands like Starbucks.

The growing global low-carb trend has left Bud flat. Plus, it's under at-
tack from bulked-up and feisty rival Miller.

With its reputation for low prices and fast defivery, Dell continues to
leave competitors in the dust.

A painful overhaul Is behind it. Now the retail brokerage is back in
hiring and expansion mode.

The investment bank’s reputation is rising along with mergers and
stock issuances, its specialty.

The database-software business is up, but CEO Lawrence Ellison’s
fight to buy rival PeopleSoft makes Oracle look like a corporate raider.
The pharma industry's powerhouse, with 11 products each expected to
top $1 billion in annual sales this year.

The marquee investment bank had a solid year, and now can extend
its reach with its $58 billion acquisition of Bank One Corp.

With allegations of sweatshop operations behind it and a growing soc-
cer, line, Nike rules the athletic market.

The drugmaker has tried to bolster its lineup with more partnerships,
but patent expirations and research flops still pinch.

After snapping up Household International in 2003, the "world's local
bank" is making inroads in the U.S. market,

Its establishment image and sharp marketing have helped SAP thrive
in a volatile software market.

-Hot digital cameras and printers boosted sales, Next up: an expanded
" line of sleek color copiers.

Jumping on the low-carb bandwagon has kept Kellogg's cereal
business crackling.

With record profits, It remains one of the most prestigious institutions
on Wall Street.

The retail chain has revived its brand with fresh fashions and celebrity
endorsements,

The Munich conglomerate behind everything from phones to power
plants is seeing a payoff from years of global image building.

The Swedish home furnishing chain is now pushing cheap chic fur-
nishings as far as Russia and Asia.

The motorcycle icon has lowered seat heights to woo women and
trimmed prices, but production limits put a brake on growth,

Despite wacky colors and cute ads, it's proving hard to boost value in
foods like ketchup and beans.

The iPod digital music player gave one of tech's coolest brands the
consumer electronics hit of the year.

It has a hot Murakami line and Jennifer Lopez in its ads, but is Vuitton
getting over-exposed?
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THE GLOBAL BRAND SCOREBOARD

NTRY  DESCRIPTION

With a consolidated brand and its catchy “You and Us" campaign, the

world's biggest asset manager is booming.

It has an unrelenting focus on kids, but has Nintendo abandoned the
gamers who have grown up?

The music network pumps cash for parent Viacom, and has an inter-
national reach that's the envy of U.S. media rivals.

Aging models and missteps make consumers write off the people's
car as pricey and a bit dull.

Expansion in Asia and smart targeting of ethnic markets have the
personal-care group looking prettier every day.

The tech services giant has its mojo back, with a contract to secure
U.S. borders, and more consulting work.

The copier maker is starting to convince customers that it can be a
digital document one-stop-shop.

Sales are up as the gum maker looks to push popular brands into
more mouths worldwide.

Removed from the Dow and only dominant in a film business that
shrinks every year.

Despite efforts to make the brand seem healthier, the world still
focuses on the middie name in Kentucky Fried Chicken.

The low-carb craze crimped pizza sales, and the chain’s tardiness in
diversifying its menu didn’t help.

With a growing lead over Crest in markets from Russia to China, the
toothpaste company is smiling.

The big name in tissues can't blow off fierce price-cutting by rivals or
higher costs in pulp and paper.

The cosmetic company's door-to-door model is performing beautifully
in foreign markets like Brazil and China.

Sales were slipping even before influential creative director Tom Ford
said an April arrivederci.

With everything from vintage jewelry to new DVDs, it's where the
world shops for bargains.

The Internet portal has found riches in sponsored search but former
partner Google is muscling into its turf.

Chocolate is the key ingredient, but the Swiss giant is moving into

nutritional supplements and fitness bars.

Strong sales of dairy products and bottled water keeps the French
food company in good health.

-Successful couture and Nicole Kidman ads have kept this fashion

house on people's lips, hips, and wrists,

The Dutch electronics giant has scored some hits, but it's still
struggling to fend off Asian rivals

It dumped TV ads to cut prices, jump-starting sales and building its
position as the Wal-Mart of the Web.

There's new low-carbs packaging but critics accuse the food giant of
producing products that make kids fat.

The equipment manufacturer is plowing ahead as the industrial sector
strengthens.

The German maker of athletic wear dominates in soccer, but is still
trying to find its footing in the U.S.

For high-end consumers, the leading luxury watch maker's appeal is
timeless.

American CEO Tom Glocer's cost cuts and new products are helping
the info giant turn the corner.

Now second only to ExxonMobil in size, BP is raking in cash thanks to
high oil and gas prices. .

Softer advertising pulls down the brand even as its book division

o ©USMILONS - sMLioNs. <
45 nNew UBS 6,526 New  New Switzerfand
46 32 NINTENDO 6479 8190  -21%  Japan
47 46 MTV 6456 6,278 3% us.
48 42 VOLKSWAGEN - 6410 6938  -8% Germany
49 47 LOREAL 5902 5,600 5%  France
50 52 ACCENTURE ‘6772 5301 9% us.
51 48 XEROX 5696 5578 2% Us.
52 55 WRIGLEY'S 5424 5057 7% us,
.53 34 KODAK 5231 7826  -33% us.
_54 49 KFC 5118 5576  -8% us.
55 51 PIZZAHUT 5050 5312  -5% u.s.
56 56 -COLGATE 4,929 4,686 5% US.
57 54 KLEENEX 4881 5057 3% us.
58 57 AVON 4849 4631 5% us.
A59 53 GUCCI 4715 5100  -8% Italy
60 new EBAY 4700  New  New  US.
61 65 YAHOQO! 4545 3895  17% Switzerland
62 60 NESTLE 4529 4460 2%  France
63 62 DANONE 4488 4,237 6%  France
64 61 ~ CHANEL ‘4416 4315 2%  US.
65 59 PHILIPS 4378 4464  -2% Netherlands
66 74 AMAZON.COM- 4,156 3403  22% us.
67 63 KRAFT 4112 4171 A% us.
68 75 CATERPILLAR 3801 3363 13%  US
69 67 ADIDAS 3740 3679 2%  Germany
70 63 ROLEX 3720 3673 1% Switzerland
71 76 REUTERS 3691 3300 12%  Britain
72 69 BP 3662 3582 2%  Britain
73 66 TIME 3651 3784  -4% us.

70 | BusinessWeek | August 2, 2004

pumps out bestsellers,



RANK " .. .'2004 " ‘2003 "PERCENT COUNTRY = DESCRIPTION

- 2004 /2003 ‘BRAND BRAND CHANGE ~ -~ OF - =~ . '
. .. . .. VALUE - VALUE.
- $MILLIONS " $MILLIONS

. . 'v Th h'.h- d C SUV produced record .ofitsand .
74 New PORSCHE 3646 New New  Germany turiotl:iaregr;d t:g::::d. P ecordpr

TS0 TN s ssw s us  [elmclisdimsers s e ik
76 6 MOTOROLA s sios ow  us  [oerolementamn i demshlshores s o
T PAMSONG  smo sam e pm  emnvRe et metime s
78 78 HERTZ 341 3288 4% US. S;a':t:?/n :.r;t:rsr;:glr;asl ;?::I::ts help the king of car rental roar again,
7973 HERMES
.80 71 DURACELL 3362 3438  -2% US. :?:gtclgssactitizgc;:ntingand promotions continue to commoditize the
.81 NEW AUDI 3,288 New New  Germany ;r::: n;v; :vaeint?\ rs“tln;zgg' ngicc:vrt:lanlac‘expanslon have made Audiaprofiten-vr
82 64 AoL
83a HENNESSY  som 2o e [SlRUISITERepme g i evers
84 53 SHELL 2085 2083 O%  Brit/Neth [TeereEYSlEntis srugging o recuperatsfom reseries down-
8577 LEWS om wm ow  us el duont b s e
86 85 SMIRNOFF 2975 2806 6% Britain Tr':fa:::f::t?",';zg;’3::::;’:::&”;: opularly with Smirnolf Twist and

" Holding firm in a tough market, it had a hit with a drug-coated stent.
8_7 86 JOHNSON&JOHNSON 2052 2706 9% U3, But competition looms there, too.

- ING Direct and a forceful U.S. marketing push put the Dutch financial
88 New ING 2864 New  New Netherlands oo it on the map.

Strong growth in Japan and the U.S. keeps the world’s leading
89 88 MOET&CHANDON 2851 2524 13%  France champagne brand bubbling along,

Having pushed aside Honda in Japan, it's gaining North American

90 89  NISSAN 2833 2,495 1% Japan share with Titan trucks and the Altima sedan.
- y ) . 8 The bejeweled panther has shed cheaper items and held tight to its
91 New. CARTIER 2,749 New New France luxury status through tough times.
This fixture of the high-end cosmetics counter is now expanding in
92 new ESTEE LAUDER 2,634 New New us. middle markets like retailer Koh's.
: : Known for classy clothes, it's expanding into everything from hame
93 New ARMANI 2613 New New Italy furnishings to hotels and restaurants,
It has lost commercial market share to rival Alrbus, as execs try to
94 84 BOEING 2576 2,864 -10% Us. erase the taint of a Pentagon hiring scandal.
: Still the preserve of pretty stars but rapid expansion and debt could
9_5 87 PRADA 2,568 2,535 1% Italy dilute some of Prada's exclusive cachet.
96 91 MOBIL 2492 2407 4% Us. It g.o't a boost from reformulated motor cil and its status as NASCAR's
official lubricant.
97 92 NIVE A 2,409 2.1 8% Germany ;fhe mid-market skin-care line is now a leader in plumping up men's
aces, too.
Global expansion, new products, and yet more variations on the
98 93  STARBUCKS 2,400 2136 12% us. humble cup of java boost the coffee hut's appeal.
g Sales may be flat at Europe's largest brewery, but the 141-year-old
99 90 HEINEKEN 2.380 2:431 2%  Netherlands Amsterdam brand remains the world's favorite premium brew.
It has consolidated control of its clothing brand, pushing same-store
100 95 POLORL 2147 2048 5% us. sales up 11% in the last quarter of 2003,

The brand valuations draw upon publicly available information, which has not been independently investigated by Interbrand. Valuations do not represent a guarantee of future performance of the brands
o companies. Data: Interbrand Corp., J.F. Morgan Chase & Co., Citigroup, Morgan Stanley, BusinessWeek
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‘thatbest built their images—and made them'stick
BY ROBERT BERNER AND DAVID KILEY

ADVERTISERS WHO WARY TO REACH THE Bublitz farmily of
Montgomery, Ohio, have to leap a lot of hurdles. Telemarket-
ing? Forgetit—the family of five has Caller ID. The Internet? No
way—they long ago installed spam and pop-up-ad blockers on
their three home computets, Radio? Rudy Bublitz, 47, has non-
commercial satellite radio in his car and in the home. Televi-
sion? Not likely—the family records its favorite shows on TivVo
and skips most ads. “The real beauty is that if'we choose to shut
advertising out, we can,” Rudy says. “We call the shots with ad-
vertisers today,”

The Bublitzes and other ad-zapping

data, projected profits, and variables such as market leadership;)
‘The best brand builders are also intensely creative in getting
their message out, Many of the biggest and most established
&mnds, from C}fge to Marlboro, ts;::hieved the(ilr global heft
cades ago ping to pioneer the 30-second TV commer-
cial, But iagabgiﬁ’e:en wvrfinow; The monolithic Tv networks
have splintered into scores of cable channels, and mass-market
publications have given way to special-interest magazines
aimed at smaller groups, Given that fragmentation, it’s not
surprising that there’s a new generation of brands, including
—— Amazon.com, eBay, and Starbucks,

conswmers like them pose an enor-
mous challenge these days % mar~
keters trying to build new brands and
nurture old ones, To get a reading on
which brands are succeeding——and

that have amassed huge global value
with little traditionsl -advertising.
They’ve discovered new ways to cap-
tivate and intrigue consumers, Now
the more mature brands are going to

which aren’t—take a lool at the fifth school on the achievements of the
anumal BusinessWeek/Interbrand rank- upstarts and adaptng the new tech-
ing of the 100 most valuable global niques for themselves,

brands. The names that gained the 5o how do you build a brand in a
most in value focus ruthlessly on world in which consumers are in-
every detail of their brands, honing creasingly in control of the media?
-simPtlse, colixnedve id;:::;lﬁes tiinm are [ % | The bma?]sl:ggtmdseeéoﬂw?p ofl?eur
“congistent in every product, in every ranking widely varied market-
market around the world, and inevery L— - ing arsenals and were sble to unleash
contact with consumers, (In the rank- 1 different campaigns for differentcon-
ing, which is compiled in partnership sumers in varied media almost simul-

with brand consultancy Interbrand [
Corp,, a dollar value is caleulated for |2

= taneously. They wove m over
4 multiple media channels and blurred

cach brand using publicly available

Dote: kderrangd Torp. SO (o 6 Co. o, Moqpn Staey

the lines between ads and entertain-



As seen in Business Week, July 2006

ment. As 2 result, these brands can be foundina § AMSUNG where the entertainment and content begins,” says
host of new venues: the Web, live events, cell The electronics giant Ryan Barker, director of brand strategy at consul-
phones, and bandheld computers. An intrepid few e focused its tancy The Knowledge Group.

have even infiltrated digital videorecorders, devices marketing on movie If’s no accident that most of the companies with

that are feared throughout the marketing world as
the ultimate tool for enabling consumers to block
wnwanted TV ads.

Some marketers have worked to make their
brand messages so enjoyable that consumers might see them as
entertainment instead of an intrusion, When leading brands are
seen on TV they’re apt to have their own co-starring roles—as
No.9 Toyota Motor Corp. did in reality show The Contender—
rather than just lending support during the commercial breaks,
All are trying to create a stronger bond with the consumer, Take
No. 41 Apple Computer Corp., which last fall launched a special
iPod MP3 player in parmership with band U2. Not only did the
“U2 iPod” say “U2” on the front and have band signatures
etched into the back, but the band starred in a TV ad and buy~
ers got $50 off a download 0of 400 U2 songs. No. 8 McDonald’s
Corp.’s sponsorship of a tour by R&B group Destny’s Child
means that fans who want access to exclusive video and news
content about the band have to click first on the company’s Web
site, “I¥’s hard here to tell where the brand message ends and

the Internet

Interbrand

and music tie-ins and

the biggest increases in brand value in the 2005
ranking operate as single brands everywhere in the
world. Global marketing used to mean erafting a
new name and identity for each local market.
America’s No.1 laundry detergent, Tide, is called Arlel in Eu-
rope, for example. The goal today for many, though, is to create
consistency and impact, both of which are a lot easier to man-
age with a single worldwide identity. It's also a2 more efficient
approach, since the same strategy can be used everywhere, An
eBay shopper in Paris, France, sees the same screen as someone
logging in from Paris, Texas. Only the language is different.
Global banks HSBC, No.29, which posted a 20% increase in
brand value, and No. 44 UBS, up 16%, use the same advertising
pitches around the world. “Given how hard the consumer is to
reach today, a strong and unified brand message is increasing-
ly becoming the only way to break through,” says Jan
Lindemann, Interbrand’s menaging director, who directed the
Top 100 Brands ranking.

Possibly no brand has done a better job of mining the po-
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0

losers in brand value include Sony (down 16%),

Korean consumer electronics manufacturer Sam- asmBager what country Volkswagen (down 12%), and Levi’s (down 11%).
sung Electronics Co. Less than a decade ago,itwas oy Janguage, fhe bank vw acknowledges its brand value slippage.
amaker of lower-end consumer electronics under  gomes at yo'u withthe “Volkswagen is well aware of the current defi-
a handful of brand names including Wiseview, same cohesive message  clencies,” says VW brand chief Wolfgang Bern-
Tantus, and Yepp, none of which meant much 0 syssm—ey hard. Sony, which disputes that itis losing brand

consumers, Figuring that its only shot at moving

up the value chain was to build a stronger identity, the compa-
ny ditched its other brands to put all its resources behind the
Samsung name, Then it focused on building 2 more upscale im-
age through better quality, design, and innovation.

‘Beginning in 2001, the newly defined Samsung came out
with a line of top-notch mobile phones and digital TVs, prod-
ucts that showed off the company’s technical prowess, By
vaulting the quality of its offerings above the competition in
those areas, Samsung figured it could boost the overall per-
ception of the brand, Besides, consumers form especially
strong-bonds with ccll phones and Tvs. Most people carty their
‘mobile phones with them everywhere, while their TV is the
center of the family room. “We wanted the brand in users’
presence 24/7,” says Peter Weedfald, head of Sumsung’s North

American marketing and consumer electronies unit,

Now that strategy is paying off. Over the past five years,
No.20 Samsung has posted the biggest gain in value of any
Global 100 brand, with a 186%

value, has suffered from an innovation drought,
The electronics giant pioneered the Wallanan, but left Apple to
revolutionize porrable MP3 players, as well as digital down-
loading and organizing of music. Meanwhile, Sony’s moves
into films and music put it into areas where its brand adds no
value, Worse, those acquisitions made Sony a competitor with
other content providers. ‘That, notes Semsung’s Weedfald,
gives his company an advantage int linking to the hottest mu-
sic and movies, Samsung, for'éxample, is lead sponsor of this
summer’s much-hyped movie, T#e Fantastic Four, in which a
variety of Samsung gadgets play a part. VW faces different
problems, It has attempted to move upmarket with the loxury
Touareg sport-utility vehicle and Phaeton sedan models; but
that has left car buyers, who associate VW with zippy, atford-
able cars, confused. Similarly, Levi’s introduction of its less
pricey Levi’s Signature line in discount stores means it now
competes on price at the low end, while trying to fend offrivals
like Diesel atthe upper end with its core “red tab” brand.
i Of course, defining the

sutge. Even sweeter, last year
Samsung surpassed No. 28 Sony,
a far more entrenched rival that
once owned the electronics cate-
gory,in overall brand value, Now,
in a nod to Samsung, Korean
electronics concern LG Electron-

+ ~ THEBIGLOSER
;.. Steep declinesweren't confined tojust.one industry. Sony
.- took the deepast dive, but it was joined by.an investment
' bank (Morgan Stanley), a carmaker (Volkswagen), ajeans
. maker (Levi's), and a computer company (Hewlelt-Packard)..;

essence of 2 brand is only part of
the battle. Communicating it to
the consumer is the other, On
this front, there has clearly been
a divide between newer brands
that use traditional advertising
as just one tool in an overall

ies Inc. has followed its rival's

marketing plan and older ones

Bt i | 85 o B e |
No.97, LG has also sought to ele- JSONY o e W07 =16% | on traditional advertising in the
e 1o roduct wnder o gl 57| WORGAN STARLEY 03, oo desovees prdies,
on Tating e Sy ot |9 TIRVIS e e o)
B urt i e s maket§ || HEWLETT-PACKARD | 687" | 708 blg gains 15 vanue, ke Google
plex world, This year's biggest | Dt Com. Xorgan Chase &ve- Chirwn. Micipn Sturtey Yahoo!, and eBay, depend on
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their own interactive Web sites to shout about their brands

 Now some older brands, like Coke, ranked No.1 in overal

brand value, and McDonald’s are decreasing traditional ac

spending. In the past four years, McDonald’s has cut Tv adver

tising from 80% of its ad budget to 50%. Most of the shift ha.

gone to online advertising, What's evolving, then, is-a model ir
which most brand builders use a variety of marketing channels.
"HSBC has branded taxis to carty customers for tree. And al-
though eBay spends most of its marketing budget on Internet
advertising, it also relies on TV to some extent to boost simple
brand awareness, “With fragmentation and ad evasion, you

can’t count on one medium,” says Tom Cotton, president o.
Conductor, a branding strategy firm,

Marketers who do turn to TV are-trying to make brand mes-
sages s engrossing as the programming. Last year Toyota,
whose brand value rose 10%, paid $16 million to have its vehicles
be'part of the storyline on NBG reality show The Contender, about
small-time boxers competing for a nationally televised bout, The

-grand prize: a million dollars and 2 Toyota truck. Rival Nissan,
up 13%, has been parking its Titan pickups on Wisteria Lane in
hit ABC show Desperate Housewdves. The tracks will also ride into
the new Dukes of Huzeard movie this month,

Nor are TV and movies the only target.
No.1 Coke, McDonald’s, No.88
Smirnoff, No.16 BMW, No.23 Pepsi,
and No. 61 KFC are among brands strik-
ing deals to plant their brands in video
games and even song lyrics, Deborah
Wahl-Meyer, who headed Toyota market-
ing until recently moving to the company’s
Lexus division, says both divisions atiempt
to seed magazine and newspaper articles
with vehicle references and pictures, “We
have to be more a part of what people are
watching and reading instead of being in be-

As seen in Business Week, July 2005

keters are investing in design as a funda-
mental way to distinguish their brands
and to stay on the leading edge of
technology. “Design isn’t just the

promise of a brand, like TV .7
advertising—it’s the reality of
it,” says Marc Gobe, chief executive
of design consultancy Desgrippes
Gobe. Samsung has tripled its glob-
gl design staff to 400 over the past
five years, No.73 Motorola, whose
brand value rose 1%, and No.53
Philips Electronics have boosted de-
sign spending. The move sparked
the Jaunch of Motorola’s hot-selling

MOTOROLA
Aneyeto )
Razr phone, the thinnest fip phone allzs'desﬁm

v made. No,85 Nissan gained ultrathin Razr
ever ma g he

13% last year on a 'wave of bold de- ©
signs, likeits curvy Murano SUVand W
Altima sedan, as the Japanese com-
pany differentiates itself from Toyota and Honda through design
rather than quality,
Good design implies more than just good looks. It's also
) about ease of use, Apple demonstrated this with
... itsiPod. Users can pick songs or down-
§ load music from the iTunes music bank
with the swipe of a finger. That’s blunted
sales of Sony’s Walkman MP3 player,
:*F which has been criticized as too cumber-
if some, Design can also mean sound, Sam-
sung insists that all its products make the
game reassuting tone when turned on. The
Samsung tone is even being used in some ad-
vertising. “We want to have the same sound,
look, and feel throughout our products sa it all

tween what people are watching and read- " works toward one Samsung brand,” says Gre-
ing,” Meyer says. BMW § gory Lee, Samsung’s global marketing chief,
In an echo of Procter & Gamble Co.’s creation of  The com The era of building brands namely through mass
the soap opera on radio and then TV, some brand produced filins in media advertising is over. The predominant thinking
builders are taking control of the programming  which its luxury cars  of the world’s most successfil brand builders these
themselves and creating content that tries to draw in played starring roles  days is not so much the old game of reach (how many
ad-allergic consumers. BMW, whose brand value  mumsmsny consumers see-my ad) and frequency (ow often do

rose 8% over the past year, turned out a series of pop-
ular short films on the Internet starting in 2001, The seven-to-ten
minute films starred BMW cars and were produced by A-list Hol-
Iywood directors like John Woo, The German auto maker has
moved onto comic hooks based on the films aimed at Bim-
mer-aspiring teens and adults alike, “I’s imperative to create
media destinations that don’t look like advertising,” says James
McDowell, who headed marketing for the BMW brand before re-
cently taking over as chief of the parent company’s MINI USA
business. BMW has also embraced the enemy, TiVo, the televi-
sion-top gadget that consumers uge to skip ads altogether, Since
last year, BMW has produced short films and long-form ads ac-
cessible through TiVo’s main menu page. BMW fans are alerted
to the films in the on-demand video menu when a BMW ad runs,
Such old-line brands as No. 14 American Express Co. are head-
ing down the entertainment path, too. Tipping its hat to BMW,
AmEx ran long-form Internet ads/films starring Jerry Seinfeld
last year that succeeded in drawing consumers to its Web site and
Webcasted concerts, AmEx Chief Marketing Officer John Hayes
says flatly: “Brands are not being bullt on [traditional] ising.”
Stll, none of these marketing ploys are sure bets in a world
where old-school advertising means less. That's why more mar-

{TOPr) NIGEL 00X

Inlerbrand

they see it), but rather finding ways to get consumers

to invite brands into their Jives. The mass media won't disap-

pearas a tool, But smart companies see the game today 2s mak-

ing bold statements in design and wooing consumers by inte-

grating messages so closely into entertainment that the two are
all but indistinguishable. M

~With Mara Der Hovanesian in New York, Ian Rowley in

Tokyo, Michael Arnd in Chicago, and bureau reports

More oh Global Brands, Only at BusinessWeek.com

Winners and Losers $lide Show: Take a look at ads and analysis
of five brands that scared and five that sunk.

Pop guiz: Which company got a boost from Fantasia? What
brand merger would be worth the most? Test your knowledge.

Making Their Mark; Marketing honchos from Samsung, Philips,
and Heineken talk about positioning their products and brands in

the global marketplace,
BusinessiVeek [online
hitp/fwwwhusinessweek.com/innovate/brandequity/
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